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T ms AMA CONFERENCE is designed to give forward-looking execu- 
tives an up-to-date, authoritative appraisal of the challenges and oppor- 
tunities faced by management today. The speakers will be recognized 


leaders from business and industry, and the topics will include: 


A hard look at the dilemmas of management today 


e Modernizing today's organization for optimum performance 


e Management information and reporting systems for top-level 
planning and decision-making 


e Improving the effectiveness of top-management talent 


e Pinpointing management control 


e Managerial lag and its effect on security 


Reversing management lag 


The conference will feature a special videotape presentation by out- 
standing leaders who will discuss such vital topics as the immobility 
man-to-man understanding . . . maintaining 

and the expansion of management brain- 


of people 


a sense of urgency 


power. 


At the exhibit—held in conjunction with the conference— 


there will be illuminating displays on advanced develop- 
personnel man- 


ments in administrative services 
agement . . . plant location . . . and use of videotape 


in management. 


Insure your place at this important conference by-‘writing, wiring, or 
phoning AMA, 1515 Broadway, Times Square, New York 36, N. Y. 
Telephone JUdson 6-8100. 


AMERICAN MANAGEMENT ASSOCIATION, INC. 
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e New Look in Retailing. As retailing enters its peak season, 
experts are predicting another “best Christmas ever” for the 
nation’s storekeepers, and total sales for 1960 are expected 
to be 2 per cent above last year’s high (notwithstanding less 
optimistic forecasts from other sectors of the economy). In 
this month’s opening article, GEORGE CHRISTOPOULOs pre- 
sents a broad review of the methods and appeals that retail- 
ing has developed—in convenience, economy, credit, service, 
and merchandising—to woo and win customers, both today 
and tomorrow. 


ideas Wanted. It has been estimated that for every new 
product that appears on the market, there are some 500 
that initially showed promise but were washed out some- 
where along the line. This mortality rate underscores the 
need for profit-minded companies to enlarge and develop 
their sources of new-product ideas, and on page 10 Hamit- 
TON HERMAN describes how American Machine and Foun- 
dry Company, a firm that has shown notable ingenuity in 
developing its diversified product line, taps some frequently 
overlooked sources. 


Toward Centralized Administration. The growing use of 
EDP and the increasing complexity of systems and proce- 
dures in many companies today has been accompanied by 
a splintering of the various activities that fall under the 
heading of administrative services. In his article on page 17, 
Georce W. CHANE examines the new concept of adminis- 
trative management as a centralized, top-level management 
function and discusses the advantages achieved in its appli- 
cation at the Radio Corporation of America. 
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RETAILING’S 


Wide 


= George Christopoulos 
Biddle Purchasing Company 


MERICAN RETAILERS are now caught up in those six hectic 
weeks that can make or break them for the entire year—the Christ- 
mas season, in which many stores do up to 30 per cent of their 
annual sales volume. Since 1939, sales in all but two Christmas 
seasons (1949 and 1953) have been higher than the year before, 
and, despite the present unease in some quarters about the state 
of the economy, the experts see another “best Christmas ever” in 
the offing. When all the bills are counted and the last coins are 
rolled in their kraft wrappers, retailers may find that Yuletide sales 
stand about 5 per cent higher than last year’s, bringing retail sales 
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Wide World 


A LOOK AT TODAY’S MARKETPLACE 
— AND TOMORROW’S 


for the year to some $215 billion—about 2 per cent higher than 
in 1959, and more than five times the total in 1939. 

With a projected population rise of 30 million before 1969, and 
with Gross National Product expected to grow from today’s $505- 
billion rate to $700-750 billion in the same period, there is little 
doubt that personal consumption expenditures and retail sales have 
only one way to go—and that’s up. 

Our expanding population is a basic reason for the tremendous 
growth of retail sales, of course, but the retailers themselves have 
played an important part in stimulating and fostering this growth. 
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They have made increased purchases possible through the flexible 
use of credit plans; they have made shopping convenient by bringing 
the stores closer to the consumer, in shopping centers that have 
followed the population migration to the suburbs; and they have 
provided increased value through such economy appeals as discount- 
ing and the use of private brands. Nor are they resting on their 
laurels now; in the years ahead, we can expect to see continuing 
changes in retailing methods, including the inauguration of gigantic 
super-supermarkets that will sell everything imaginable under one 
roof, automated stores, television shopping, and even more drastic 


innovations. 


MORE ON-THE-CUFF BUYING 


One of the major stimulants to consumer spending has been the 
growth of credit. A full 25 per cent of all retail sales today are 
made on credit and, as David Reisman pointed out a few years ago, 
the creditor class of the nation has evolved into a debtor class. It 
is estimated that more than 100 million of our 180 million popula- 
tion live in families that are paying off some kind of consumer debt 
—and this doesn’t include mortgage debt owed on homes. 

The spectacular growth of credit is attributable to many factors: 
a basic change in ideas of the social and moral acceptability of debt; 
an inflation that encouraged credit buying and the repayment of 
debts with “cheaper” dollars; the growth of social security, pension 
plans, hospitalization insurance, and other forms of protection 
against future contingencies, which make private saving less neces- 
sary; earlier marriages, which create new family units with needs 
greater than their present earning power can pay for; alluring 
advertising; easy credit; and a rise in expectations that has made 
many former luxuries the “necessities” of today’s living. 

A major consequence of this shift has been the popular acceptance 
of the “expensive standard package” of durable consumer goods. 
Not only must obvious needs be fulfilled, but big-ticket items— 
refrigerators, television sets, washing machines, and especially auto- 
mobiles—are demanded by almost everyone as a right as basic as 
the franchise. (Of the currently outstanding $42-billion consumer 
debt, for example, almost half is automobile debt.) “Better living” 
is now a necessity, and, as Reisman has noted, “To be deprived of 
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this necessity feels both arbitrary and intolerable to people who 
cannot help sensing the economy’s ability to produce, and who. . . 
see nothing in the status system that forbids their quest for posses- 
sions.” 

Consumers haven't been reluctant to utilize credit in any of its 
varied forms. “Buy now, pay later” plans have been eagerly greeted 
in all quarters, and few large retailers would be without them. In 
this competition to accommodate the consumer, small stores that 
cannot afford to finance extended-payment plans are at something of 
a disadvantage, of course, but the increasing use of a variety of 
credit cards and bank-sponsored credit plans Cunder which the bank 
reimburses member stores and extends the credit itself) are helping 
them to get in on the buying-on-time boom. 


WILL DOWNTOWN TRADE SURVIVE? 


With record numbers of consumers earning more money than 
ever before and willing, in addition, to go into debt to buy the 
goods they want, the retailing outlook is bright. But the big pie is 
split up among many kinds of retail establishments, and the going 
isn’t equally good for all of them. 

Department stores, for example, have long been among the giants 
of retailing. They still are, but they're feeling an unaccustomed 
pinch, along with the smaller retail stores that operate in the nation’s 
“downtown” shopping districts. The reason isn’t hard to find: The 
population movement to the suburbs has inspired enterprising re- 
tailers to take their wares where the people are, and a whole new 
type of retail operation has sprung up across the land—the shopping 
center. 

This doesn’t mean that department stores are finished, but it does 
indicate that they're going to have to make some drastic changes 
in their ways of doing business if they are to continue to prosper. 
Already many large stores have established suburban branches that 
are outselling their downtown stores, and some have reportedly gone 
as far as to consider closing their downtown store and living off the 
more profitable branches. 

In addition to the formidable competition of the suburban shop- 
ping centers and the comparatively new discount houses, department 
stores and the smaller downtown retail outlets face another problem: 


— 
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the powerful attraction of recreation and special services of many 
kinds—travel, education, spectator sports, gardening, and many 
more. An increasing amount of discretionary spending is being 
diverted to such services, and the “quality-image” stores are finding 
that many of their former customers are tending to patronize various 
kinds of retail discount outlets in order to have money left over for 
necessary (or luxury) services. 

Of course, the growing number of persons living in cities will 
strengthen the total sales volume of downtown stores year after year, 
but department stores and the smaller retailers will have to find 
aggressive ways to win back the customers that are being lost to 
shopping centers and discount houses if they are to regain their 
share of the market. 


Private Brands 


One successful means of meeting competition has been the use 
of private labels. House brands play an important part in super- 
markets, of course; they are estimated to comprise about 20 per cent 
of A&P’s $5 billion sales, 10 per cent of Safeway's $2 billion sales, 
and 12 per cent of Kroger’s $1.2 billion sales. Now the department 
stores are using them to an increasing extent, seeing in them a way 
to combat the price appeal of the cut-rate and discount outlets. 
Because private-brand items are purchased directly from the manu- 
facturer, and because many of the expenses of advertising and selling 
them are lower, more distributors than ever have found that they can 
sell private-label items below the price of nationally advertised 
brands and still make a healthy profit. 


Store “Personalities” 


Another way the larger retailers are trying to hold their customers 
and attract new ones is through the development of a “store person- 
ality’—something roughly akin to the “corporate image” concept 
now being cultivated so assiduously in industry. Through the use of 
distinctive advertising, carefully planned décor, special price and 
service policies, and public relations programs, many stores are now 
trying to project an image that is theirs alone—one that sets them 
apart from other stores and, hopefully, will attract and keep the 
kinds of customers to whom it is designed to appeal. 
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Sometimes this search for identity goes so far that a store will 
hire specialists to tell them what their “personality” should be—and 
how they can develop it. In one such instance, research by James 
Vicary convinced the planners of a new department store on Long 
Island that they would have the best chance of guccess if they 
featured outdoor goods, to make the store “both distinctive from, . . . 
and competitive with, other outlets nearby.” The store’s name, ac- 
cording to the research results, should reflect low prices, value for 
the money, and a wide range of merchandise; it should be easy to 
pronounce and remember; and it should lend itself to pictorial 
representation, on the store itself and in advertising. The result: the 
name “Bargain Hunter” has been decided upon, and the store will 
be built around that name. 

Not all retailers go to such lengths, of course, but this example 
does highlight a reawakening among major retailers to the need for 
an “image.” The creation of new store personalities, and the revital- 
ization of images that have existed for decades, is a definite trend 
in retailing today. Only a handful of retailers really have a nation- 
wide image, byt the number of large retailers who are trying to 
develop one is growing, as are the ranks of stores that are success- 
fully creating regional projections of themselves. 


Downtown Shopping Centers 


One of the most exciting ways in which downtown business is 
competing with suburban shopping centers is by taking a leaf from 
their book: Despite the real estate costs, which are very much higher 
than raw land costs near a highway, some cities are using the shop- 
ping center idea right in the heart of town. Rochester, for example, 
is raising a new business section that will be called Midtown Plaza. 
It will contain nearly a million square feet of selling area, broken up 
into 60 shops, a bank, and two department stores, when it is opened 
in two years. An important feature will be an air-conditioned, two- 
story enclosed mall that will cover an acre of ground and provide 
the base for the stores. Here customers will walk unperturbed, for 
no streets will run through the center; automobiles will be tucked 
away out of sight in a 2,000-car garage beneath the center. 

The Rochester project is billed at $20 million. A $25-million 

(Continued on page 61) 
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' New Sources 


of 
Product 
Ideas 


‘INCOVERING 


@ Hamilton Herman 


Vice President and Director of Research ly 
and Development 
American Machine & Foundry Company 
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.. No COMPANY CAN STAND STILL 
4 in today’s business world. Already 


some 35 per cent of our Gross Na- 
4 tional Product is derived from prod- 
ucts that were unknown as recently 
as 15 years ago, and the pace of re- 
search and technology is increasing 
every year. Beyond question, the Be 
needs of tomorrow’s markets will # 
be radically different from those of 
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today, and the company that expects to be in business ten years 
~ from now should be planning now to meet those needs. 

The importance of finding new sources for product ideas is 
obvious when we consider the great number of ideas that must be 
gathered, evaluated, and weeded out before a potentially profitable 
product can be put on the market. In 1958, for example, some 900 
new-product ideas were submitted to the American Machine & 
Foundry Company—about 500 from internal sources, and about 
400 from sources outside the company. Of these, only 84 internal 
ideas were considered sufficiently valuable to warrant the filing of 
a patent application, and only one externally conceived idea had 
enough relative value to justify its development. In industry as a 
whole, it is estimated that, for every new product that appears, there 
are some 500 that never reach the market. 

Naturally, the value of a new product is relative to the circum- 
stances of the individual company. Its absolute value, for example, 
need not be as great for a small company as for a large one. More- 
over, a product can be valuable without bringing in sizable dollar 
profits if it meets some other corporate need. It may, for example, 
fill out a product line, improve customer good will, diversify business 
risk, increase plant utilization, or produce any number of other bene- 
fits to the company. 


SOURCES OF PRODUCT IDEAS 


The sources of potentially profitable ideas are many. Ideas may 
come from production workers, management personnel, engineers, 
inventors, R&D personnel, salesmen, universities, other companies, 
technical articles, and many more sources, which can be classified 
generally into two categories: internal and external sources. 


External Sources 


Sources outside the company can supply a substantial number of 
the new ideas that are necessary for a successful product-develop- 
ment program. In fact, one large and frequently overlooked hunting 
ground is the “boneyards” of other companies. An overwhelming 
proportion of the new ideas that any company considers are imprac- 
tical or inappropriate for one reason or another, but they may well 
be valuable to another company capable of developing and exploiting 
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them. One such idea that had enormous value to AMF was an 
automatic machine for setting bowling pins. After extensive study, 
the company purchased the patents for this idea from its inventor, 
who worked in the paper industry, and devoted ten years Cand 
approximately ten million dollars) to its development. The result: 
A new product that revolutionized bowling and, in many ways, 
revolutionized AMF as well. 

This experience demonstrated how valuable these “boneyards” 
can be, and AMF has utilized this source quite extensively. Leads 
are followed up by sitting down with management or R&D personnel 
in other companies to discuss the possibilities of acquiring the rights 
to new pracesses or product ideas that AMF might develop profitably. 

Another extremely valuable source is to be found in the many 
scientific, technical, and management meetings held throughout the 
country. By making a practice of attending such meetings, manage- 
ment can frequently pick up ideas that can be adopted or modified 
to suit the particular requirements of the company. 

Still another rich source of new-product ideas is the patent office. 
Strangely enough, this source is often overlooked, even though it 
is obviously the repository for much of the creative thinking in the 
country. AMF now spends considerable time searching the almost 
three million patents in fields of interest, or potential interest, to 
the company. Such a search, in addition to uncovering specific 
products, can be a good barometer of the idea trends that predomi- 
nate in any specific industry. 


Internal Sources 


Despite the many external sources of new-product ideas, it is 
probably true that the ideas generated within the organization itself 
are the most consistently productive and valuable to the company. 
When we think of internal sources of new products and processes, 
of course, we naturally think of the research and development 
department, which can make substantial contributions to any prod- 
uct-development program. It is less widely recognized that line 
managers themselves can be a prime source of the ideas that will 
keep the company operating profitably in the yeats to come. 

We have heard a great deal in the past decade about creativity— 
an attribute that is associated more often than not with scientists 
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and engineers. But the search for new-product ideas is basically 
an entrepreneurial function—and scientists and engineers are not 
always penetrating businessmen. In fact, if you trace back the 
product ideas that have proved most valuable to your company, as 
often as not you will find that their source was not in the research 
laboratories, but in the ranks of management. 

This is not to detract from the value of the research and develop- 
ment personnel in the search for new-product ideas. Although the 
R&D department is especially useful in carrying through the techni- 
cal work behind an idea, it can also be stimulated to use its talents 
to examine the various facets of vour business for new-product 
possibilities. R&D personnel can screen raw materials, production 
methods, product lines, product requirements, and other aspects 
of the business for potential new developments in methods, materials, 
and processes. They can also scan the technical horizons ahead for 
ideas that would fit the capabilities and goals of the company. 

It is probably best to make the product-development program the 
responsibility of an experienced manager. Under his guidance, the 
resources of each area in the company can be utilized to comb the 
idea sources with which it is uniquely familiar. The research man 
will screen his own experience and insight, technical journals, 
technical associations, universities, and other sources for ideas that 
fit the company’s interests. The salesman will study customer needs, 
scan competitive product lines, and study parallel cases in other 
industries. Since he is generally closest to the demands of the 
marketplace, he can be an extremely valuable source of ideas. 
Outside consultants can, of course, be utilized to aid in the search. 

Top management should play an important role. In addition to 
stimulating continued interest throughout the company, it can initi- 
ate productivity studies and other kinds of research that can uncover 
new products and processes. 

This kind of basic approach ,often yields valuable new ideas. In 
the 1930's, for example, AMF management asked the research 
department to make a productivity study, including raw material 
yield, throughout the tobacco industry, for which the company 
manufactured automatic machinery. The study indicated that a 
substantial quantity of high-grade tobacco was lost because it was 
broken into pieces too small to be used in cigarettes. The original 
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value of this tobacco ranged from 70 cents to a dollar a pound; as 
scrap, it was worth five to seven cents a pound. 

This management-induced productivity study yielded led a new- 
product idea: to convert high-grade tobacco scrap into a usable 
sheet of tobacco. As a result, AMF spent more than ten years and 
$1% million developing the process and the product, which can 
enable a large cigarette manufacturer to convert his tobacco scrap 
into useful cigarette filler at a cost of 15 to 20 cents a pound and 
thus save from 15 to 20 million dollars a year. 


MEASURING THE VALUE OF IDEAS 
Obviously, the search for new-product ideas among all these 
potential sources must be given direction and focus. No company 
can afford to be interested in new products per se; management 


“According to our tests, you're a fine, warm human being—but 
you're not much good at engineering.” 
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must think of new business and new business values in its search. 
This means that yardsticks must be developed to insure that new- 
product ideas will contribute to a better business, not just add to a 
cluttered hodgepodge of low-profit products. 
The development of such yardsticks begins with an analysis of 
the needs of the company’s customers and the objectives and capa- 
bilities of the company. What are the long-range goals of the 
corporation? What kinds of products could contribute to these goals 
by filling out a product line, effecting better utilization of production 
resources, attracting new customers, or producing an appropriate 
profit? Just how profitable must a new product be to make it worth- 
while to this particular company? 

From the answers to such questions as these, practical yardsticks 
for measuring the value of a new product to the company can be 
developed, and the task of sifting ideas will be greatly facilitated. 

_ Even with reasonable yardsticks, of course, there will be many 
sources and many ideas to evaluate, but the appraisal will move more 
swiftly and with less effort, and the most valuable sources will be 
more effectively identified. 


ORGANIZING THE PROGRAM 


When the yardsticks have been delineated and the new-product 
program put under the direction of an experienced manager, the 
search for ideas can be pursued in an orderly, rational manner. 
The organization of this function at AMF, while not a model that 
can be directly imitated by every company, nevertheless provides a 
good idea of the kind of procedures that have proved profitable in 
many companies. 

To make the best use of both the research and development 
group and the experience and vision of management, AMF has 
established in its R&D division a New Products Office, staffed by 
people with demonstrated business talents and technical back- 
grounds. This staff is a source of new product ideas in itself, but ' 
it also coordinates and follows up ideas and proposals from other 


sources. 

The New Products Office personally contacts all R&D line man- 
agers to encourage them to keep their scientists and engineers 
thinking in terms of new products and processes. In addition, the 
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office sends out fliers to all R&D personnel and to key operating 
personnel to solicit new ideas. 

All ideas coming from any source are screened by the New 
Products Office and then either are passed on to a business unit 
for appraisal, studied further, referred to the New Products Sub- 
committee—a screening committee staffed with top executive and 
R&D personnel—or discarded. Ideas passed by the screening com- 
mittee are then returned to the New Products Committee for 
funding. The projects approved by this committee are placed in 
the hands of the R&D executive office, which follows their develop- 
ment through the R&D Division or, alternatively, refers them to a 


particularly qualified business unit. 


NEW PRODUCTS FOR PROFIT 


No company can afford to ignore new-product ideas in these 
vears of rapidly changing technology. Neither can any company 
ignore the necessity of developing, financing, manufacturing, and 
selling the results of these ideas on a profitable basis. The companies 
that will prosper in the years ahead will be those that know what 
they are looking for; that are organized to evaluate and develop 
profitable ideas in the most efficient wav possible; and that overlook 
no possible source in their search for the new ideas that are the 
raw material of any vigorous product-development program. 
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“The Coming Role 
of 
Administrative 
Management 


@ George W. Chane 


Vice President, Finance and Administration 
Radio Corporation of America 


3 Baum THE BUMPER HARVESTS of industrial growth—new 
sak products and markets, mounting sales volumes—the specter of 
: shrinking profit margins haunts the thinking of top management. 
Caught in the clamps of rising material, labor, overhead, and mar- 
keting costs, American business, according to the Department of 
Commerce, has seen its ratio of profits, after taxes, to sales dwindle 
from 5.3 per cent in 1950, to 3.8 per cent in 1955, to 3.3 per 
cent in 1959, with no reversal of the trend in sight. We are, in fact, 
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witnessing the full flowering of Parkinson’s law that “expenditures 
rise to meet income.” 

The question of greater profitability is the central issue confront- 
ing management today. All other activities—product innovation, 
market expansion, competitive vigor, future growth—pivot on this 
point. And one of the most fruitful areas for profit improvement 
and corporate viability lies in the rationalization of the entire 
management process—increasing the effectiveness with which we 
organize to determine and meet company goals. 


PROBLEMS OF CHANGE 


Consider the setting in which today’s management seeks to carry 
out its objectives. The application of science to industry has created 
scores of new industries and literally thousands of products that 
were unknown to the marketplace as recently as a decade or two 
ago. This rate of change, moreover, will accelerate over the decades 
to come. 

But if these developments have given unmeasured opportunities 
to business, they also have posed vast complications for management. 
Every new opportunity encourages competition in fields where a 
profit is to be made. The advantages of a research or product 
breakthrough are remarkably short-lived: Others are quick to capi- 
talize on the work of the pioneers. 

Because of rapid technological change, today’s business also 
necessitates a far greater investment than did its counterpart of a 
decade or so ago, and the differential is constantly increasing. Each 
new machine in the office or plant, being more complex than the 
one it replaces, costs considerably more. In addition, most new 
installations are accompanied by higher overhead and materials 
costs. As a result, there is far more at stake today in virtually every 
capital investment—and the time for decision constantly grows 
shorter. 

Thus today’s management is under fire from several sides. With 
greater competition, it must improve, innovate, and expand in order 
to hold or increase the share of the market. With the increased 
complexity and cost of productive machinery, the investment is 
becoming so great that mistakes have become almost prohibitive. 
And with the increasingly rapid pace of change, management must 
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not only know the state of the business, the industry, and the 
national economy in time to take effective action, but it must also 
foresee with reasonable accuracy the shape of the future. 


PROBLEMS OF CONTROL 


As it surveys the problems of growth, change, and competition, 
top management finds itself facing still another set of complications. 
The modern American corporation has grown too complex and 
frequently too conflicting internally for effective control under 
present-day systems. What originally began as a logical process of 
decentralization is now reaching the limits of corporate jurisdiction, 
and the effectiveness of the whole is steadily being whittled away 
by its parts. 

Mergers, acquisitions, and the introduction of new products and 
services have proliferated a maze of divisions, subdivisions, and 
functions. Inside this heaving warren, swarms of smaller activities — 
by instinct, largely indifferent and sometimes unfriendly toward 
the other inhabitants—have built their nests. 

Many of the little nests are ingenious constructions of paperwork 
—all sizes, colors, and purposes. A recent issue of Dun’s Review 
notes that the normal manufacturing company deals with 200 to 
250 different elements of information, but it may use from 500 to 
1,500 different forms to handle them. It is estimated that employees 
of one large automobile company handle a million different pieces 
of paper a day. An RCA survey for a medium-sized company tracked 
a single order down to as many as fifty different files. 

Nor are we dealing only with the mass of business paper and the 
clerical army required to cope with it. Of equal concern is the sheer 
inability of management to get the information it needs, in the 
form that it needs it and in time to take intelligent action. 

If these facts are obvious to the management specialist, they are 
far from apparent to a great number of business enterprises. The 
samé ‘issue of Dun’s Review, listing all business failures for the year 
ending June 30, 1960, notes that more than 90 per cent were due 
to inexperience and incompetence. These disasters may not have 
occurred among many of the long-established or well-known names 
in industry, but failure can be relative, and the present earnings 
ratio of most companies offers little reason for complacency. Of the 
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“If science is forcing swift adjustments on business 
through new-product opportunities, fortunately it is 
also providing the means to expedite the change . . .” 


100 largest companies in 1910, by way of reminder, all but 36 
were knocked off the top list in the following four decades. 


MANAGEMENT ENGINEERING 


If science is forcing swift adjustments on business through new- 
product opportunities, fortunately it is also providing the means to 
expedite the change. 

The scientific approach contributes the precise, mathematical 
thinking of the laboratory to business judgment. Systems engineering, 
applied to business, visualizes all elements of the corporate function 
in their relationship to one another and to the company’s objectives. 
Mathematical sales forecasting, for example, determines the level 
of production, opens the door to improved control of inventories, 
and provides the basis for effective budgeting, standards of profit 
achievement, and variances from these standards. Behind such 
techniques are the new scientific instruments—notably, electronic 
data-processing—which make it possible not only to understand the 
present, but also to forecast the future more accurately. 

But the implications of these developments extend far beyond 
techniques, systems, or instruments. They compel a radical rethink- 
ing of the entire business structure and management concept. For 
the first time in many decades, they make it possible—even necessary 
—for management to regroup the elements of control under one 


roof. 

As management engineering develops common systems and stand- 
ards of measurement, it slices through divisional functions and 
services. Electronic data-processing requires a common input and 
timing. Reports, flowing from the computer center and forwarded 
to top management, extend the span of control enormously. 

Centralization of information, establishment of corporation-wide 
procedures, the ability to forecast accurately and thus to determine 
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goals, costs, and budgets—all serve to re-establish the distinctions 
between planners of policy and the implementors. In times of rising 
costs, lowered profits, and increased business risks, the assertion of 
more centralized authority is not only timely—it is indispensable. 

This goes to the very heart of the administrative management 
concept. Instead of being a series of separate specialized services— 
finance, personnel, accounting, and the like—the administrative 
function must ultimately move up to the broader management level 
of helping to define corporate goals, planning, allocating, coordinat- 
ing, and evaluating. 


A CASE IN POINT 


With this in mind, the Radio Corporation of America has put 
into effect one of the most advanced systems of integrated manage- 
ment control to be found in any company today. The personnel and 
management engineering functions, the comptroller, and the 
treasurer operate as a completely integrated planning and monitoring 
unit under a Vice President for Finance and Administration, working 
with the operating division heads in accordance with policy objec- 
tives laid down by the President and the Chairman of the Board. 


Integrated Administrative Management 


Management engineering and the comptroller, for example, deter- 
mine the areas of greatest potential cost reduction and _ profit 
improvement. Management engineering sets up reasonable systems, 
standards, schedules of accomplishment, and limits of variance for 
direct production areas. The comptroller’s office is responsible for 
full implementation of the program on a current basis, reporting 
on trends that could mean deviation from objectives. The treasurer's 
office is concerned with implementing the program in such areas 
as credit policy, assets and capital, and cash forecasting. Personnel 
oversees all aspects of the program affecting industrial relations and 
the span of control for management and supervisory personnel. All 
four groups interlock with one another and with the management 
engineering, financial, and personnel units in each division. 

The management-engineering group also has a roving consultant 
responsibility, acting in the corporate interest wherever problems 
occur within and between divisions. Its task is “trouble finding” as 
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well as “trouble shooting” —spotting major areas of weakness before 
they mature, and making recommendations for corrective action. 
For example, management engineering found that 20 per cent of 
all items purchased account for about 80 per cent of the dollars 
spent. By focusing attention on this narrow range of high-cost 
items, it has made possible quick and effective cost reductions. 
More limited controls are enough to insure that the remaining costs 
do not get out of line. 

Another advantage of integrated administrative management is 
that standardized procedures make it possible to transfer efficiencies 
and savings among divisions. If savings on materials or new fabri- 
cating methods are uncovered by one division, for example, they 
are quickly made available to the others. 

One of the greatest benefits, by far, of integrated administrative 
management is that it frees the top executives from the harassment 
of niggling details and permits them to concentrate on the major 
policy issues and decisions. The President relies on the Vice President 
for Finance and Administration to monitor all the expense-to-income 
relations of the business. Under the concept of management by 
exception, the President is brought into the picture only when vari- 
ances from corporate profit objectives call for his action. Provided 
with facts, figures, and recommendations, he is then in a position to 
make decisions. 


A Profit-improvement Program 


As a result of this integrated control structure, RCA is rapidly 
moving ahead with a closely scheduled program, called the “Success 
Pattern,” to guide each operating division and product line in im- 
proving absolute profit and net return on assets. ~ 

These percentages, based on analyses of areas most likely to yield 
the greatest savings and profits, are arrived at by agrbement between 
the top management and operating personnel. Once agreement is 
reached, attainable goals are set for designated periods, and each 
level of supervision is given responsibility for specific accomplish- 
ments. Achievement and adherence to schedule are measured 
periodically, and actual results in each division are evaluated and 
fed back for adjustment of the over-all program. 

In brief, this “Success Pattern” determines what is going to be 
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done, how, when, where, and by whom it will be done, and how 
performance will be appraised. 


NEW TOOLS AND TECHNIQUES 


The rapid extension of scientific management techniques and 
electronic data-processing suggests that the progress of administrative 
centralization, already under way, will accelerate in the coming 
years. For one thing, the growth of communications networks permits 
business data to be fed from outlying offices over telephone or 
teletypewriter lines directly to computer centers in home offices. 
Other developments will make it possible to use simple English to 


“I'm new here—which button do | push?” 
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instruct a computer, instead of the abstruse numerical jargon now 
used for programing. By cutting in half the time required to 
program instructions as well as offering a standardized language 
that may be used by all computer systems, these developments will 
provide further impetus to the use of computers as the focal point 
of information-gathering and management control. 

In the near future, it is probable that optical character-reading 
will make possible the swift and direct conversion of original data 
into the direct language of the computer without intermediate 
transcriptions. These and other developments will make it all the 
more necessary to reorganize administrative services and procedures A 
to fit the function of the machine. 

Over a somewhat longer span of time, it is probable that com- 
puters will release their findings in visual display form, rather than 
on paper. The command center of a corporation may be a room with 
a number of closed-circuit television monitors or wall screens, 
displaying computer charts that will show the changing business 
picture in terms of sales, income, capital turnover, return on invest- 
ment, and the like. 

By feeding questions into the computer, the top executive will be 
able to get an immediate answer, in graphic form, as to what might 
happen to the business under a number of differing circumstances. 
He will see projections, based on current data and future trends, 
that will permit him to take intelligent courses. Although nothing 
in computer technology is ever likely to take the place of this final 
judgment factor, the imponderables will be reduced to even narrower 
limits. 


A COHERENT PATTERN 


In the coming years, the challenge to administrative management 
will be to extend the range of executive control over every significant 
facet of the corporation and to integrate each part into a complete 

1 and coherent pattern. The corporation must be comprehended as 
an organic entity, each unit affecting—and in turn, affected by— 
the others. 

The danger in the challenge, however, lies in the possibility that 
the true meaning of the new managerial revolution may not be fully 

I understood. For all their wondrous performance and promise, 
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“The competitive edge will go to those organizations 
that integrate their systems and machines into a 
clear-cut pattern to achieve corporate purposes .. .” 


scientific techniques and machines are simply the means to a pur- 
pose. In themselves they are little more than a rather remarkable 
bag of gadgets and tricks, capable of creating confusion as well as 
tremendous results. 

Ultimately, most corporations will acquire the use of data-pro- 
cessing systems in one form or another. The competitive edge will 
then go to those organizations that integrate their systems and 
machines into a clear-cut pattern to achieve corporate purposes. 
Here is where administrative management can make its greatest 
contribution—to develop what Peter Drucker refers to as “manage- 
ment by objectives.” 


MANAGEMENT FOR GROWTH 


In previous periods of corporate growth, it was the production 
genius—the man who could make things better and faster—who 
occupied the center of the management stage. In later years, as 
production problems were solved, the problem was to develop 
markets to receive the products, and the sales and marketing special- 
ist pre-empted the footlights. The post-war era saw research scientists 
and engineers—men who could create new markets and revitalize 
old ones through new products and product improvement—emerge 
as key figures in the corporate drama. Their role will continue to 
grow in importance. 

But for today and in the future, as expenses increase, competition 
rises, and the risks of management decision mount, it will be the 
men who can organize the total corporate effort for greater profit- 
ability and growth who will come to the fore. 

These are the new men of business—the coordinators and admin- 
istrators. Their responsibility will be the basic design of the business 
—its objectives, its scheme of operations, and the coordination of 
all its parts—and on the success of their efforts will depend the 
survival and growth of the corporate enterprise. 
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BUSINESS DIGESTS OF THE MONTH 


MECHANIZATION 
in INDUSTRY: 
Where We Stand Today 


By James R. Bright 


Condensed from 
Harvard Business Review 


C tenes any given industry and 
ask: Where is the most advanced pro- 
duction system or machinery or con- 
cept to be found? All too often, the 
answer is abroad. Although we gen- 
erally have superiority in pure physi- 
cal capacity, in many cases, we are 
the followers, not the leaders, in 
manufacturing advances—and even 
where we are leading, our lead has 
been reduced. 

International production competi- 
tion and the accelerating rate of tech- 
nological change point to the same 
conclusion: American industry must 
develop and lead a_ continuing, 


aggressive program of mechanization. 
A philosophy of perpetual dissatis- 
faction with the status quo in manu- 
facturing processes and equipment, 
as well as in materials and product 
design, must become a part of cor- 
porate policy. 

How can a firm improve its pro- 


Harvard Business Review (November-December, 1960), © 1960 by the President 
and Fellows of Harvard College. 
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duction skills? A first step is to 
examine its technological position and 
its relationship to significant mech- 
anization trends. The following des- 
cription of current mechanization 
progress may provide a useful guide 
to management policy makers. 


Materials Handling 


Mechanized movement on _ the 
assembly line is the heart of the mass- 
production process, but it is only one 
manifestation of mechanized han- 
dling. Industrial trucks, cranes, and 
conveyors are used to move materials 
between machines, between depart- 
ments, between buildings, and in 
shipping and receiving operations. 
Automatic dispatch systems that carry 
materials on a selective, as-needed 
basis are widely applied to serve 
batteries of machines in_ textile 
industries, rubber industries, and 
plating operations. And mechanical 
feeding and removal of work from 
production equipment is proceeding 
in every manufacturing process. 


Inspection and Testing 


Mechanization of inspection is 
spreading rapidly. For example: 

® The depth of holes in engine 
blocks prior to tapping and drilling 
can be automatically probed. 

® Qualities and thicknesses of 
sheets of metal, paper, plastics, and 
textiles can be automatically and con- 
tinuously inspected. 

© The diameter of wires, threads, 
and various forms of extruded or 
rolled materials is now automatically 
inspected. 

Testing also is being mechanized. 
For instance, the electrical industries 
have provided for automatic cycling 
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of many components—transformers, 
capacitors, vacuum tubes, motors, 
circuit breakers, generators, and volt- 
age regulators—through performance 
tests. 


Mechanization of Assembly 


Automatic assembly of parts of 
many products is a reality. Achieve- 
ment is especially striking in the elec- 
tronics industry, where the develop- 
ment of printed circuits, dip soldering 
and automatic component insertion 
has spread through parts of the radio 
and TV_ manufacturing business. 
These techniques are now moving 
into computer chassis assembly, al- 
though slowly because of flexibility 
requirements. 


Factory Communications 


Mechanization of factory com- 
munications is strikingly advanced 
over its state 15 years ago. In addition 
to such frequently used devices as 
intercommunications systems, two- 
way radio, closed-circuit TV, teletype- 
writers, pneumatic tubes, document 
conveyors, tape recorders, dictating 
machines, and various combinations 
of these, promising advances have 
been made in such areas as the use 
of telephone devices to transmit in- 
formation (by coded pulses) directly 
into the computer, mechanical data 
collection, and optical scanning of 
written and printed papers. 

Despite these advances, the poten- 
tial of communications mechanization 
has hardly been touched. Communi- 
cations is the most disorganized area 
in all manufacturing and distribution 
activity, and the mechanization of 
information-handling is just begin- 
ning. 
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Containers 


The concept of the master shipping 
container—the large, van-like box 
which is detachable from some form 
of common carrier—is an old idea, 
but it is getting fresh emphasis today. 
Management is impressed more and 
more with the fact that it is not eco- 
nomical or sensible to move bulk ship- 
ments by handling their components 
in “man-sized” pieces at every trans- 
fer point. 

New handling devices offer econ- 
omy and flexibility in transferring 
containers between carriers and from 
ground to carrier. In particular, the 
large fork truck enables one man to 
pick up, move, and deposit a van 
having roughly half the size and 
capacity of a box car. The straddle 
carrier, originally a tool of the lumber 
industry, has also been applied to the 
handling of vans. 

Master containers, somewhere be- 
tween 64 and 300 cubic feet in size, 
especially adapted for feeding ma- 
terials into some type of production 
equipment are already being used in 
the handling of foodstuffs, chemicals, 
fertilizers, and other materials. Their 
use is slowly spreading to the han- 
dling of parts (such as castings, 
stampings, machined parts) and elec- 
trical components (such as motors). 
This implies a startling concept: that 
the customer will own the container, 
and the vendor's function will simply 
be to put his goods into the container 
that he receives from the customer. 

To be sure, there are disadvantages 
to this idea, but the phenomenal sav- 
ings that can be obtained by elimi- 
nating expendable packaging material 
and packaging labor seem to assure 
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this trend a substantial, even though 
restricted, future. 


“Automatic” Warehousing 


The six functions of receipt, stor- 
age, inventory control and documen- 
tation, order picking, packaging, and 
shipping can be tied together in what 
is loosely called automatic warehous- 
ing. It is probably fair to say that no 
system covering all six functions is at 
more than an experimental stage to- 
day. However, each function is under 
technological attack, and some of 
them are highly mechanized already. 

All these trends have been con- 
cerned with the mechanization of 
functions. There are also advances in 
machine design that have significant 
implications for management. 


Program Control 

Major technical advances in ma 
chine programing have become wide- 
spread realities in the last three or 
four years. The first is the application 
of numerical control to machine 
tools. This approach is being applied 
to a far greater number of otherwise 
conventional machine tools than had 
been anticipated by all but the most 
optimistic. On some types of larger 
machine tools, anywhere from 25 
per cent to 40 per cent of equipment 
currently under production is de- 
signed for numerical-control opera- 
tion. 

Two other methods of programing 
machinery seem destined to have an 
impact on industry. One is the 
punched tape typewriter, which 
makes it possible for an _ intricate 
series of events to be automatically 
directed by machine. The other is the 
use of punched cards to instruct pro- 
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duction equipment and, in some 
cases, to perform the paperwork 
associated with the shipment of goods 
and the adjustment of inventory and 
sales data. 


Feedback Control 


The use of control mechanisms to 
sense environmental conditions and 
to alter equipment performance ac- 
cordingly is spreading throughout the 
process industries and _ gradually 
creeping into certain operations in 
manufacturing. An important innova- 
tion is the use of the computer as a 
master control system for the factory. 
The first power plant in which many 
instructions and much control infor- 
mation are fed into a central computer 
for storage, analysis, and decision re- 
sponse was recently installed. 


Compounding of Equipment 

Significant efforts are being made 
to compress the number of production 
devices and functions required to do 
a job so that smaller or fewer ma- 
chines are needed. In the transfer 
machine of the automobile engine 
plant, as many as 40 machining oper- 
ations may be performed in a single 
work station, and as many as 70 work 
stations may be compactly arranged 
and linked by transfer mechanisms. 
Inspection and handling devices are 
integral parts of the machinery sys- 
tem. A great deal of production capa- 
bility is compressed into such a line, 
and the same design trend can be 
seen in many other kinds of equip- 
ment. 


Integration with EDP 


The most significant trend in me- 
chanization is the merging of data- 
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processing systems with production 
machinery. Advanced machinery con- 
cepts in every industry demonstrate 
these propositions: 

1. Production equipment will be 
directed more and more by machine 
intelligence. 

2. Business information will be 
translated into machine intelligence at 
increasingly early stages of the eco- 
nomic sequences. 

3. This intelligence will be stored, 
analyzed, interpreted, and transmitted 
to action points automatically. 

4. Machine intelligence will also 
initiate production equipment action. 

5. Production equipment controls 
will generate information on perform- 
ance, which will be automatically 
transmitted to the data-processing 
center for storage, analysis, and/or 
action. 

If we stand back from these trends 
and try to look at them in perspective, 
the evolutionary direction is clear: 
We have been shifting from the col- 
lection of equipment for a production 
sequence to the synthesis of a master 
machine. The computer has increased 
the possibilities of unification and in- 
tegration to an amazing extent. The 
unit of mechanization will be the 
total business—not the factory and 
the office as two separate spheres. 

Technological change in business 
is proceeding very rapidly. While 
some companies may be relatively in- 
vulnerable to these advances in 


mechanization, and while not all in- 
dustries are equally affected, most 
managements will have to follow me- 
chanization progress closely and con- 
tinuously in order to hold their own 
in competition, both foreign and do- 
mestic. 
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Some companies that have acquired or merged with 
other firms are finding that the benefits 


sometimes fall short of their expecta- 


tions. Here's what happens . . . 


When Mergers Don’t Pay Off 


is setting in 


for some of the companies that have 
taken over or merged with other firms 
in recent years as a means of quick 
growth or diversification. 

For some companies, of course, the 
acquisition of new enterprises has 
been a springboard to spectacular 
success. It's been a fast way to add 
new products to a sales line, to offset 
cyclical or seasonal ups and downs, 
or to escape saturated or declining 
markets. 


All is Not Roses 

But for many other companies, 
merger has paved the path to un- 
happiness. Faced with a heavy slump 
throughout the aircraft industry, 
one prominent aircraft company 
became a major producer in the 
booming mobile homes industry by 
acquiring three producing firms— 
only to find that industry was starting 
to slow down. 

While the company still has high 
hopes for the sales outlook for mo- 
bile homes, the original plans have 
gone askew. The three acquired com- 


Condensed from The Wall Street Journal 
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panies, which last year had combined 
sales of $60 million, had sales of only 
$2.9 million in the first half of this 
year, and earnings of the parent 
company dropped to less than half 
the figure of a year ago. | 

Another acquisition that hasn't 
panned out as well as expected, at 
least up to now, was the purchase 
by a multibranch corporation of an 
ethical drug laboratory less than a 
year ago. 

The parent company was looking 
hard at two promising drugs owned 
by the smaller firm — one, a so- 
called psychic energizer used to treat 
mental depression, and the other, a 
blood builder and iron supplement. 
Both of these drugs had recently 
reached the market, and strong sales 
were expected. 

But the first drug was found 
to have undesirable side-effects. Then 
competitive drugs that didn’t have 
these drawbacks came out. As a re- 
sult, sales fell rapidly and finally, 
several months ago, the drug was re- 
moved from the market altogether. 
Circumstances were much the same 
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for the second drug. Within months, 
British researchers issued a report 
that it caused cancer in experimental 
animals; the U.S. Food and Drug Ad- 
ministration then called a hearing to 
look into the report. The company 
quickly withdrew the drug from the 
market and launched studies of its 
own to check the findings. 

At this moment, officials say they're 
hopeful the drug can be perfected and 
reintroduced at a later date. But they 
concede that the withdrawal of the 
one drug and the demise of the other 
didn’t do the company any good. 


Communication and Control 

Mergers and diversification inevit- 
ably increase the management's prob- 
lems of communication and control. 
Sometimes sheer geographical prob- 
lems of distance between plants prove 
insurmountable. A spokesman for 
a large petroleum corporation explains 
the sale of one of its subsidiaries: 
“We found ourselves spread from 
New Hampshire to California, and 
we just couldn't devote the time or 
management needed for the California 
plant.” 

Among merger specialists, one of 
the most active is Royal Little, chair- 
man of the executive committee of 
Textron, Inc. Since 1955, Textron 
has acquired 26 companies. In the 
process it has been edging out of tex- 
tile production, so that now only 
about 17 per cent of its sales comes 
from this highly cyclical business. 

The Little formula: Buy com- 
panies in unrelated fields and let 
them run more or less autonomously 
under their old managements. How- 
ever, in the last two years, observers 
have noticed a change in the tech- 
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nique. Four outsiders were brought 
in as group vice presidents to super- 
vise and evaluate the operations of 
the five or six companies under their 
charge, indicating a change in philos- 
ophy toward tighter controls. 


Human Relations 


Harry Von Willer, president of the 
Erie Railroad, sees the working out 
of human relationships as one of the 
big challenges of his railroad’s merger 
with the Delaware Lackawanna & 
Western Railroad. 

“Our big problem,” he says, “is 
going to be making Erie people stop 
thinking Erie, and Lackawanna peo- 
ple stop thinking Lackawanna, and 
make them all think Erie-Lacka- 
wanna. The solution to such morale 
problems can't be from the bottom 
up, it has to be from the top down. 
If employees can see top officers re- 
solving personnel conflicts on their 
own, there should be no problems 
further down.” 


Engineering Problems 

An example of engineering head- 
aches that sometimes afflict diversi- 
fication efforts is provided by Clevite 
Corp. of Cleveland, a manufacturer 
of precision instruments. In 1955, 
it acquired Technical Instruments, 
Inc., of Houston, to market a new 
oil-prospecting instrument that had 
been developed. Two of the devices, 
costing $70,000 each, were sold, and 
Clevite made a shocking discovery. 

“Lo and behold, the things 
wouldn't work,” says William G. 
Laffer, Clevite’s president. “We de- 
cided we had too much at stake to 
drop it right there,” Mr. Laffer adds. 
“Clevite had earned an excellent rep- 
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utation for quality, and we couldn't 
allow it to be damaged by a failure 
like that.” So the company continued 
to plow development dollars into the 
project until the device was improved 
and its use was broadened. Finally, 
after all this effort, Technical Instru- 
ments was sold in 1959 for about 
what Clevite paid for it, “something 
under $1 million in stock and cash.” 

All told, in the last twelve years, 
Clevite has made ten acquisitions, 
and a majority of them have turned 


out to be successful. Looking ahead, 
the company remains strongly dedi- 
cated to the principle of diversifica- 
tion, particularly in new-product 
development. Says Mr. Laffer, “Any 
growing company should have at 
least one good project or product 
development promising future income 
at all times, even though its research 
may detract from profits. If you don't, 
you can wind up one year with an 
excellent profit showing but without 
a future.” @ 


“We're stalled, gentlemen—we've run out of chalk.” 
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orgonization and operations . . . 


Critics of government regulatory agencies 
are calling for basic changes in their 


WHAT’S WRONG WITH OUR 
WATCHDOG AGENCIES? 


By Alan F. Westin 


amined from The New York Times Magazine 


A SENATE judiciary subcommittee 
reported not long ago that the federal 
regulatory process “has been brought 
into serious disrepute.” According to 
the Senators, “undue influence,” “il- 
legal ex parte communications be- 
tween private individuals and govern- 
ment agencies,” and a record of 


“inaction, endless delays, favoritism 


and arbitrary actions” by the com- 
missioners have created “a wide- 
spread lack of public confidence in 
the fairness of agency decisions.” 
These charges—and their counter- 
parts from segments of the press, 
industry, lawyer associations, and 
political scientists—have reawakened 
public attention to the strategic im- 
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portance of federal agency regulation. 

A recent Congressional table of or- 
ganization lists 58 “Independent 
Agencies” of the federal government, 
but the present controversy centers 
almost exclusively on the “Big Six”: 
the .aterstate Commerce Commission, 
regulating rail, motor, and water 
transportation; the Federal Trade 
Commission, supervising unfair com- 
petition and product misrepresenta- 
tion by any business; the Federal 
Power Commission, regulating the 
oil, gas, and electric industries; the 
Securities and Exchange Commission, 
passing on stock issues and holding 
company operations; the Federal 
Communications Commission, regu- 
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lating radio, television, telephone, and 
telegraph affairs; and the Civil Aero- 
nautics Board, which now shares con- 
trol of air operations with the newly 
created Federal Aviation Agency. 

Basic leanings vary among the Big 
Six. The FTC has a record of being 
anti-monopolist, consumer-minded, 
and sensitive to small-business views. 
The CAB and FCC, on the other 
hand, have a_ big-industry, closed- 
competition outlook. The SEC has a 
strong belief in federal controls; the 
FPC leans toward letting state and 
local interests regulate. 


Commission Failings 

Controversy has always been the 
natural environment of the commis- 
sions. The complaints fall under 
three headings. 

First, it is said that regulation by 
commission has ceased to be either a 
creative or an objective technique. 
On the one hand, commissioners are 
assailed for failing to use their regu- 
latory authority as needed. Congres- 
sional hearings between 1958 and 
1960 disclosed a picture of gracefully 
declining commissioners—the FPC 
declining to regulate natural-gas 
prices; the FCC declining to force 
radio and television licensees to fulfill 
promises of public-affairs programing; 
and the CAB declining to foster real 
competition in air-coach facilities. 
Rather than attack these pressing 
matters, the commissioners tend to 
sit back and occupy themselves with 
“adjudications’—who gets Channel 
10 in Miami or how much airmail 
subsidy an airline will receive. 

On the other hand, once general 
regulations are issued for an industry, 
lawvers, judges, and scholars agree 
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that applications of these rules to 
specific cases have been made both 
irrationally and haphazardly; the an- 
nounced criteria are ignored all too 
often, and decisions are made in 
favor of politically favored parties. 

Second, it is charged that the regu- 
latory process had has ceased to be 
the speedy mechanism intended by its 
creators. Complicated hearing pro- 
cedures, lengthening appeal systems, 
and unwillingness by commissioners 
to discipline factual inquiries so that 
issues are brought to a head within 
a reasonable time have erded all 
semblance of “administrative  dis- 
patch.” Many cases take from two 
to five years to reach final agency de- 
cisions, with the FPC and FCC as 
particular offenders. 

Third, a wide variety of improper 
actions are charged to the commis- 
sioners personally. Some of these in- 
volve breaches of ethics, if not out- 
right dishonesty; some involve over- 
snug relations with industry spokes- 
men. 


Pressures on Commissioners 

Even if the perspective is shifted 
to that of the commissioners, it is 
clear that there is trouble in the agen- 
cies. The commissioners complain 
that constant pressures are applied to 
them. The chairman of the FCC re- 
ported in 1958 that in less than 
twelve months, he received “over 900 
letters from members of Congress” 
about pending matters (and un- 
counted telephone calls), with some 
of the most vocal Congressional 
critics of the commissions among 
those intervening for their constitu- 
ents. Sherman Adams’ “inquiries” at 


the SEC and FTC for Bernard Gold- 
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fine are typical of the dozens of 
White House intercessions in behalf 
of politically powerful individuals in- 
volved in the regulatory process. 

The commissioners also feel that 
the federal courts haxc. intervened 
unjustifiably. For example, Supreme 
Court rulings about natural-gas regu- 
lation, basing-point delivery systems 
and agricultural exemptions to truck- 
ing regulations have been criticized 
by commissioners as judicial misread- 
ing of Congressional intentions and 
interference with agency expertise. 

Even making allowances for hy- 
perbole, self-interest, and plain mis- 
take, there has been unmistakable 
proof of “dry rot” in the commissions. 
In response, two alternative proposals 
have been urged as substitutes for the 
existing commission system—the po- 
litical solution and the judicial solu- 
tion. 


Proposed Solutions 


Advocates of the political solution 
wish to abolish the commissions and 
place their functions under depart- 
ments of the Executive Branch. These 
spokesmen challenge the assumption 
that questions of regulation are mat- 
ters for “expert solution” (like cross- 
word puzzles) or that they are sepa- 
rable from the over-all questions of 
national econoric policy which the 
President supervises. Furthermore, 
they argue that true “independence” 
from the pressures of big business or 
influence-peddling government  offi- 
cials exists only when those who reg- 
ulate have the political power that 
comes from direct elections. 

Advocates of the judicial solution 
divide between proposals. Some would 
recast the present commission sys- 
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tem in a basically judicial format— 
providing life tenure or twenty-year 
terms for commissioners, forbidding 
private communications with com- 
missioners, and separating responsi- 
bility for prosecutions from respon- 
sibility for adjudications, so that the 
same men do not pass on both. Others 
want all applications of the regula- 
tory rules made in a set of new courts, 
either one Administrative Court of 
the United States or a series of courts 
defined by subject matter: a Trans- 
portation Court, a Utilities Court, 
and the like. 


Flaws in the Solutions 

Each of these solutions has elo- 
quent and public-spirited champions. 
Yet the debate over these proposals 
has grown increasingly extravagant in 
recent years. Take the political solu- 
tion. One of its fundamental assump- 
tions is that executive management 
would insure more zealous enforce- 
ment of the regulatory statutes. But 
during the administration of Pres- 
ident Eisenhower, for example, 
executive control would probably have 
meant dampers on such presently 
enforcement-minded agencies as_ the 
SEC and FTC and even sharper anti- 
federal policies in the FPC and ICC. 
As for the assumption that executive 
control would break the influence of 
the regulated industries on the com- 
missioners, drug-industry — relations 
with the Food and Drug Administra- 
tion of the Department of Health, 
Education and Welfare duplicate any- 
thing in the commissions. And the 
baronial relation of interest groups to 
the Departments of Defense, Agricul- 
ture, Commerce, and Labor often 
show the Executive acting as much 
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as a mediator among the “regulated” 
as the commissions do. 

Comparable reservations apply to 
the judicial solution. The premise 
that most of the regulatory process 
is now adjudication is simply incor- 
rect. “In probably 90 per cent of 
our work,” one commission chairman 
estimated, “we do not act as judges 
but as legislators and executives.” In 
the latter areas, courts are highly in- 
effective instruments. The adversary 
system, in which the court presides 
passively while the parties clash, is no 
way to regulate the brawling affairs 
of the oil industry or to frame stand- 
ards for honest advertising. 


Needed Changes 

If there are these and other short- 
comings to the alternative systems of 
regulation, and if the complexity of 
the commissions’ tasks is recognized, 
what can be done to revitalize the 
regulatory process? 

First, a sweeping inquiry into the 
regulatory agencies should be initi- 
ated. Whether done by a commission, 
Congress, or by the new Administra- 
tion, this inquiry should not be afraid 
to consider basic changes. For ex 
ample, Senator Kenneth Keating 
urges consideration of a system to 
auction off licenses for television 
channels to the highest bidder in a 
group of qualified applicants. This 
would add to federal revenues while 
ending the hopeless task of framing 
objective standards in the licensing 
contests. 

Second, two modifications should 
be made in the regulatory apparatus. 
The multicommissioner system 
should be abandoned in favor of a 
single director for each agency. To- 
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day, responsibility oozes away among 
the five or eleven equals in each com- 
mission. 

At the same time, a permanent 
Office of Administrative Regulation 
should be created. The director of 
this office would be responsible to 
the President and would promote the 
Administration’s approach to business 
regulation. He should have the power 
to prescribe procedures, conduct a 
continuing investigation of agency 
performance, and make annual recom- 
mendations to Congress for new 


legislative authority or agency re- 
organizations. 
Meanwhile, Congress should go 


ahead with specific reforms now un- 
der consideration, legisla- 
tion to regulate private communica- 
tions with agency officers over pénd- 
ing adjudications. The laws passed 
at this session of Congress, forbidding 
television rigging and giving the 
FCC greater power over television 
stations, should be a pattern for re- 
forms in many of the other commis- 
sions. 


Worth Saving? 

The regulatory commissions are a 
healthy hybrid born of ideological 
and practical problems of regulating 
industry in our society. If the current 
debate over the commissions causes 
the public to pay attention once again 
to regulatory needs, if Congress pro- 
vides clearer standards and some re- 
organization, if resolute commission- 
ers use their powers and are sup- 
ported by Presidents sympathetic to 
regulation, the commissions are worth 
saving. Without these conditions, the 
alternative systems would not be 
worth instituting. + 
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New Demands on 


INDUSTRIAL MARKETING 


Condensed from Acme Reporter 


I NDUSTRIAL MARKETING is under- 
going a radical transformation. The 
companies that manufacture products 
bought by industrial firms (in con- 
trast to products bought by retail con- 
sumers) are finding it both necessary 
and fruitful to pay greater attention 
to their marketing efforts; and al- 
though the step-up is not yet either 
rapid or widespread, the total change 
does amount to a very sharp break 
with the past. 

Until recently, managers in this 
field were content with the old hit-or- 
miss methods of intuition, judgment, 
or just plain routine. But now the in- 
dustrial marketer is in the same boat 
with the consumer goods marketer. 
Demonstrable product advantages are 
growing smaller and smaller, or dis- 
appearing completely. Faced with the 
narrowing gap in product differentials, 
customers for industrial products are 
becoming increasingly sophisticated 
in their purchasing activities. 

Under these conditions, two things 
happen: (1) Promotional costs rise, 
because more effort is needed to com- 
municate and make small product 
differences meaningful—to get the 
same mileage out of these minor dis- 
tinctions that they did out of the more 
significant differences that used to 


exist. (2) Channels of trade tend to 
get scrambled as companies seek ways 
to approach more customers more 
effectively, and many producers find 
themselves with mixtures of direct 
accounts and wholesale accounts, 
various kinds of specialized salesmen 
for different markets and industries, 
and so on. 

And so the final indignity occurs: 
margins shrink. There is no longer as 
much leeway for making mistakes; 
the cushion is gone. Now marketing 
inefficiency shows up for what it is— 
and it has a very damaging effect on 
profit. 


Changes in Attitude 


The big shift in attitude that usu- 
ally needs to be made is from produc- 
tion-orientation to marketing-orienta- 
tion. 

First of all, it must be recognized 
that with smaller and smaller differ- 
ences between the company’s prod- 
ucts and those of its competitors, a 
new kind of product advantage must 
be developed. Whereas previously re- 
search devoted almost all its efforts 
to seeking uniqueness through scien- 
tific or technological breakthroughs 
(which inevitably get further and 
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further apart), now it must begin 
to put a larger amount of effort on 
novel or unusual applications of the 
same product, or on stronger evidence 
of its suitability for various uses. 
Next, the sales force itself must be 
reoriented. Obviously, it takes a dif- 
ferent and more difficult kind of sell- 
ing to put across product advantages 
that are less marked and may even 
be almost entirely psychological. This 
statement applies both to field selling 
and to all the other promotional 
efforts, like advertising and direct 
mail. In everything, the content and 
the manner must be more persuasive, 
indeed, more aggressive, in the sense 
of pushing for sales more strongly. 
This means more training and _ re- 
training right down the line; it means 
more help from others in the organ- 
ization, including research especially. 
And to facilitate this, organizational 
changes may be necessary. 
Marketing management—in what- 
ever form it may be after reorganiza- 
tion—will also find itself faced with 
some new demands. It must stop tak- 
ing the market for granted and begin 
probing for new and different uses, 
new and different customers, and 
new and different ways of selling 
them. Rather than letting the product 
lead the way, the needs and oppor- 
tunities of the market must be the 
starting point for deciding what action 
is needed. 


The Need for Planning 

At least five kinds of planning are 
needed, and five sorts of questions 
should be answered: 

1. What objective should be shot 
for—in terms of sales, share of mar- 
ket, or return on investment—that 


38 


will stretch our effort, but be within 
our capabilities? 

2. What level of activity is most 
profitable; that is, what volume of 
sales at which level of promotional 
cost? 

3. Where is the point at which we 
can exert the most leverage on the 
market to change it in our favor? Is 
it with our customers, or our cus- 
tomers’ customers, or some other par- 
ticular industry segment? 

4. What mix of promotional 
efforts (field selling, direct mail, ad- 
vertising) will make the most of our 
marketing resources? 

5. How shall our efforts be timed 
—heavy at first to get into the mar- 
ket, then leveling off for maintenance, 
or a slow, steady build-up? 


Kinds of Organization 

To carry out this planning, three 
kinds of organizational mechanisms 
must be provided in one form or 
another: (1) product or market di- 
rection; (2) general marketing man- 
agement; (3) over-all coordination 
with the balance of the company. 

We have reached the point where 
we need solid action that cuts across 
the traditional functional lines of 
marketing, finance, manufacturing, 
research, and so on. Finance may 
have to consider the desirability of 
capitalizing initial heavy promotional 
expenses (even though it cannot be 
done on the books). Manufacturing 
may have to build inventories faster 
than is apparently economical. Re- 
search may have to prepare models 
or specifications, or documentary evi- 
dence, to back up the sales story. All 
in all, there must be one man or one 
office to see that all these steps are 
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These unifying tasks can be per- 
formed on a product basis or, even 
better if it is feasible, on a market 
basis—that is, by groups of products 
requiring similar or related treatment, 
or by groups of industries that con- 
stitute distinct markets for one or 
more products. Those in charge may 
be merely in a staff capacity, or they 
may have varying degrees of line 
authority, depending on how far this 
concept (usually referred to as prod- 
uct management) has developed in 
the company. 


General Management 

As for general marketing manage- 
ment, the product manager approach 
does not lessen the need for strong 
leadership. Quite the contrary. The 
product managers need to be backed 
up, particularly if they have less than 
full line authority. 

Also, marketing management must 
perform the very difficult role of see- 
ing to it that planning gets done—in 


accomplished as part of a unified effort. 


Stock-Owning Families—One out of Seven 


an organization where planning is a 
new and difficult way of life, and 
where in fact marketing management 
itself probably never did very much 
except to see to it that the sales force 
kept pounding away, calling on cus- 
tomers. If the product managers are 
weak planners, marketing manage- 
ment works to strengthen their analy- 
tical techniques; and, if the product 
men are strong planners, marketing 
management works to adjust their 
efforts one to another for the opti- 
mum use of company resources. 

And of course, at the very top must 
be a leader who wants a strong mar- 
keting management and sees to it 
that the organization understands the 
new approach. A company president 
who has always believed that if the 
products are right, the marketing will 
follow automatically, may find it hard 
to change his entire approach; but 
any man big enough to be president 
of a company should also have the 
ability to reshape his ideas and, with 
them the whole organization. . 


BUYING A SHARE OF AMERICAN ENTERPRISE has greatly increased in 
popularity during the past few years, but ownership of common stock 
remains highly concentrated in upper-income families. These findings are 
documented in a new report on stock ownership among American families, 
prepared by The University of Michigan Survey Research Center. 
Highlights of the report—which is based on interviews with a repre- 
sentative sample of 4,773 families—are these: 
© Slightly more than 14 per cent of America’s families own publicly 
traded common stock today, compared with less than 10 per cent in 
1955 and less than 8 per cent in 1952. 
© In addition, 3 per cent of this country’s families have stock in 


a privately held firm. 


@ Among those owning common stock, nearly one-third estimate their 
total holdings are worth less than $1,000, and another third say 


DECEMBER, 1960 


the value of their stock is between $1,000 and $5,000. 
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¥ IS HARDLY A SECRET that the 
trend of business statistics in the 
summer and early fall has been dis- 
appointing and that the mood of 
businessmen is something less than 
jubilant. 

During the summer, for example, 
the rate of retail trade fell notably 
below the second-quarter level. The 
bulk of the decline was localized in 
the automobile market; retail trade 
volume was well maintained in soft 
goods, but spotty in appliances and 
home furnishings. The recent crop of 
surveys of consumer spending plans 
does not point to any short-run im- 
provement. 

Partly owing to the uncertainty 
created in Detroit by the drop in the 
automobile sales rate, steel buying has 
also been a disappointment. And be- 
cause the movement of steel and steel 
components has been slow, freight 
carloadings have been performing 
poorly. Furthermore, mild inventory 
liquidation has made its appearance 
in the manufacturing sector as a 
whole. Accompanying the liquidation 
has been a considerable runoff of 
business loans during the summer. 

During the summer, after several 
months of stability, the labor market 
turned downward. There was a pro- 
nounced rise in the seasonally ad- 


The Business Cycle in an 
Economy of Abundance 


By Albert T. Sommers 


Condensed from Business Record 


Business Record (October, 1960), © 1960 by National Industrial Conference Board, Inc. 


justed rate of unemployment and a 
significant decline in the average 
work week of production workers in 
manufacturing. As a result, the up- 
trend of personal income came close 
to a total halt in late summer, and, 
judging from later available figures, 
the mild deterioration in the labor 
market has continued. 

News on the capital-goods scene 
has likewise been discouraging. The 
survey of anticipated business outlays 
for plant and equipment, released by 
government agencies in early fall, 
noted a downward revision in ex- 
pected third-quarter spending. Such 
changes in expectation have typically 
preceded a downtrend in actual 
spending, and this possibility has not 
been negated by other available in- 
formation on the state of the capital 
goods market, such as machinery 
orders, machine-tool orders, and 
capital appropriations. 


Government Activity Accelerates 
Government agencies have been 
busy erecting bulwarks against re- 
cession. According to unofficial re- 
ports from Washington, the rate at 
which the Defense Department is 
awarding contracts is emphatically 
higher than it was at the same time 
in 1959, and award-letting has in- 
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creased in nondefense sectors as well. 

In addition, the Federal Reserve 
has been moving aggressively into a 
policy of monetary ease since spring. 

The tug-of-war between declining 
private activity and rising government 
activity that usually appears during 
a recession is thus already present. 


A New Environment? 

Whether or not the weakening of 
the business situation during the sum- 
mer represents the onset of recession, 
a substantial majority of business 
economists now seem to agree that, 
in 1960, the American economy has 
moved into a new environment—one 
starkly different from the first dozen 
years of the postwar period. There is 
agreement, too, on characteristics of 
this new environment. These are 
some of them: 


Inflation 

First, the new environment seems 
to be “inflationless.” Raw-material 
prices have already weakened signifi- 
cantly, and finished-goods prices are 
struggling to hold their own. While 
price stability made a brief appear- 
ance in earlier postwar recessions, it 
has now appeared prior to recession, 
across a broad front of commodities 
and services. The experience that 
businessmen and consumers alike 
have had with price stability is grad- 
ually dissipating the inflationary price 
expectations characteristic of earlier 
postwar years. We are, perhaps, just 
beginning to get perspective on how 
important these expectations were in 
shaping the character of the postwar 
era, and perhaps in determining the 
shape and duration of postwar reces- 
sions. 

Another characteristic of the new 
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is the abundance of 
available domestic productive capac- 
ity and the appearance of efficient 
capacity abroad, where lower price 
levels prevail. This has resulted in 
greatly intensified domestic competi- 
tion. It may also have altered the re- 
sponse of business to strikes. During 
the postwar era, the capacity available 
for recouping losses due to strikes 
was never very far above demand, 
and inventory rebuilding after strikes 
tended to be drawn out over a long 
period. Today, however, strike re- 
coupment can be violently rapid due 
to current ample capacity. The 
abundance of capacity has also 
brought capital assets themselves into 
intense competition with each other 
and is forcing some reappraisal of 
their value. This reappraisal has been 
reflected in the behavior of 1960 
stock prices. 


environment 


Spending for Consumer Goods 


Finally, in the personal sector 
there has been little increased spend- 
ing. While many important con- 
sumer-goods markets have fared well 
in 1960, several durable markets 
seem to have been hit by reduced 
demand for goods. The rising vacancy 
rate in the housing markets makes 
much the same point. 

An economy of abundance has 
thus emerged out of the postwar 
economy of shortages. Its most press- 
ing significance is that the shape of 
the business cycle in the new econ- 
omy may be quite different from 
what it was. In these circumstances, 
it seems wise to withhold judgment 
about the possible shape and duration 
of any impending recession until more 
experience is available. + 
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What Management 


Should Know 
About RESEARCH 


By O. C. Roehl 


Condensed from Research Management 


A NY INDUSTRIAL CORPORATION ex- 
amining its prospects for the future 
cannot afford to overlook one fact: 
If a company is not technically sound, 
its future is not sound. Top manage- 
ment must give sufficient time and 
effort to its R&D organization, to its 
plans, and to programs for research 
evaluation and measurement. Man- 
agement should be able to answer 
questions like these: 

1. Is the board of directors 
research-oriented? Although most 
boards have a periodic report on re- 
search submitted to them, it is prefer- 
able (at least in research-based com- 
panies) to have with a 
knowledge of research on the board 
to speak for research and explain its 
significance. If the board is partially 
internal, the research head should be 
represented. 


someone 


Research Management (Autumn, 1960), © 


2. Does top management give the 
research function appropriate status? 
Is the position of the engineering 
head or the research head (many 
firms are combining these functions 
under a single direction) recognized? 
Is he placed high enough in the com- 
pany’s salary scale? 

3. Is there an organization device 
to obtain and coordinate support for 
engineering and research and to give 
them the benefit of the advice and 
counseljof other departments? Do the 
president and other key officials ap- 
portion enough of their time to R&D 
problems? Are the proper commu- 
nication channels open between re- 
search and other departments, as well 
as between research and top manage- 
ment? 

4. Has management prepared a 
written statement of its research poli- 
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cies—what it is going to attempt and 
what it is not going to attempt to do? 


Planning Ahead 

5. Is there a continuous process of 
planning five to ten years ahead? 
Management should know not only 
where its business stands today but 
also where it is headed, and to what 
areas its scientific, research, and engi- 
neering activities are to be limited. 
A company should determine the 
areas that hold the most profit poten- 
tial and avoid those that are over- 
crowded and highly competitive. 

6. Does management know how to 
translate successful research into 
successful business through financing 
and marketing? Management must 
determine how a new product is to 
be produced, sold, engineered, and 
serviced and what these operations 
would cost. 

7. Are research plans expressed in 
dollars and cents through yearly and 
longer-term budgets? The amount 
spent for research should be broken 
down by areas of research and by 
types of engineering: basic research, 
creation of new products, and product 
and process improvement. The an- 
nual budget should be footnoted so 
that the total ultimate cost extending 
over the period of time can be known 
and weighed. 


Return on Research 

8. How much return is there on 
money spent on the research func- 
tion? How do research costs compare 
with savings effected through im- 
proved processes, increased profits, or 
research’s share of the profit made 
on new products? On the other hand, 
where does research fit into the com- 
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pany’s capital expenditure plans? 
What per cent, for example, of the 
budget is for the production of new 
products? What per cent must be 
spent to keep the company competitive 
with others in its business? How do 
engineering and development expend- 
itures of the past correlate with those 
of today (and with today’s sales and 
profits )? 

9. Has the company lost business 
by not being the leader in its field? 
Where have its new products come 
from—from work done originally by 
its competitors, from university re- 
search, from government research, 
from foreign sources, or from its own 
research staff? How many patents 
were issued to the company in its 
chosen fields, compared with its com- 


- petitors? How many new products or 


product improvements did the com- 
pany introduce, compared with its 
competitors? 


Evaluating Research Management 

Top management must of course 
consider not only its own attitudes 
but also the management of the re- 
search operation itself. Examination 
of research and engineering divides 
into these five areas: 

1. Research management, like top 
management, needs a written goal. 
Are the research budgets, plans, and 
programs specific enough so that the 
department can accomplish its mis- ° 
sion? Does the research head prepare 
a periodic report for management on 
what is happening in the fundamental 
technical and research areas that 
affect the company? Does the report 
have suggestions about future courses 
of action that the company should 
undertake? 
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2. Scientific research on research 
is coming into its own. Does the re- 
search head understand the scientific 
and research process? Does he know 
how a scientist discovers? How a re- 
search man comprehends a new rela- 
tionship and comes up with an 
invention? How an engineer designs 
and evaluates? 

3. The research manager must also 
do his own evaluating. Does he know 
what research costs are, and what 
they are contributing to company 
profits? Does he know what is being 
accomplished by competitive research 
activities? Can he weigh the long- 
shot, low-cost way of reaching an 
answer against what may be the more 
costly, surer way? Can he determine 
whether the product improvement on 
which research proposes to work will 
live long enough to make the research 
profitable? And does he know which 
risks to take to keep research from 
becoming routine and mediocre? 


alert to the proper use of its man- 
power. Is a scientist or trained engi- 
neer doing routine work that could be 
done as well by some one else? 
Studies of work measurement, of job 
satisfaction, of the uses of data proc- 
essing and high-speed calculating 
equipment, and of the possibilities of 
utilizing outside research organiza- 
tions and universities are usually 
found on the work agenda of well- 
regarded research managers. 

5. A good measure of research 
management's competence is the rep- 
utation of the research activity outside 
the organization. Has the company 
been able to attract top-grade men? 
How many profitable firsts has the 
company had? What contributions 
have its men made to technical socie- 
ties? Has the research head himself 
acquired a solid technical reputation? 
If he is an accepted leader within 
and outside of the organization, then 
the company can approach the future 
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4. Research management must be with confidence + 


Suggestion Plans—Everyone Profits 


SUGGESTING A BETTER Way to do the job put an extra $14.4 million in 
American pay envelopes last year, according to Gordon E. Washburn, 
suggestion administrator for Abbott Laboratories, North Chicago, Ill. He 
is also president of the National Association of Suggestion Systems, which 
has just released its annual report containing some startling facts on the 
growing power of suggestions in the American economy. For example: 

Over six million employees of NASS members submitted a total of Phe 
1.6 million suggestions in 1959. More than 25 per cent of these sug- 
gestions were accepted and put to use. And $14.4 million in bonuses was 
paid to employees for prize-winning ideas. Some awards ranged as high ge re 
as $10,000 

[hese statistics are even more impressive, Washburn says, when you As 
consider that bonuses generally amount to about 10 per cent of the 
savings in money, time, labor, and/or material that resulted through 
adoption of the employee's idea. 
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THE GROWING JOB OF 


PACKAGING 


By Melvin Mandell 


Condensed from Dun’s Review and Modern Industry 


‘Tes jos of developing, testing, and 
procuring new packages has suddenly 
become so much bigger, broader, and 
more demanding that the manage- 
ment of packaging, despite much im- 
provement, has not yet caught up 
with competitive realities. This costly 
lag between possibilities and actual 
practice was revealed in recent Dun’'s 
Review roundtables on packaging 
management, in_ interviews with 
dozens of executives in the field, and 
in a new 1000-company survey of 
packaging management conducted by 
Rensselaer Polytechnic Institute and 
sponsored by the American Manage- 
ment Association. 

Unfortunately, many experienced 
packaging executives report, top man- 
agement usually knows little about 
packaging. Even world-famous com- 
panies with products in every drug 
and grocery store don't know how 
much they spend on packaging. In 
many companies, top management 
doesn’t know about heavy losses 
caused by returns, lowered sales, and 
retailer dissatisfaction when packages 
are abused in storage and handling, 


or when contents spoil in poorly con- 
structed containers. Others consider 
the initial cost of the package its total 
cost and overlook the setting up, 
warehousing, filling, and sealing of 
the package. Unaware of complaints, 
few realize that consumers find their 
packages difficult to grip, open, or 
use, and that many believe packages 
are “dishonest” in giving the illusion 
of containing more than they do. And 
supermarket complaints that packages 
are too ungainly or too delicately con- 
structed never reach the top. 


Objectives 

Once top management understands 
what packaging can do, it can set 
enlightened objectives for a packaging 
program. For products displayed and 
sold in the package, these objectives 


Dun's Review and Modern Industry (November, 1960), © 1960 by Dun & Bradstreet 
Publications Corporation. 
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are obviously related to sales. In an 
industrial organization or a company 
whose products are not merchandised 
in the package, the objectives are often 
tied to reducing distribution costs and 
providing better protection for prod- 
ucts in transit or storage. 

The opportunities for cost-cutting 
in packaging are as diverse as the 
types of packages available. Although 
many packaging engineers see them- 
selves cast in the role of scapegoat 
and resent the continual emphasis on 
saving money, companies that have 
well-organized packaging programs ex- 
tending back many years have found 
that setting a primary objective related 
to cost is not necessarily restrictive. 


Committee or Department? 

Many companies have tried to solve 
the problems of communication and 
coordination inherent in packaging 
management by organizing packaging 
committees. For companies with fairly 
stable packaging needs, the ad hoc 
group that is convened only when a 
problem arises may serve well, but 
companies with many packaging 
problems, or those reorganizing their 
packaging programs, find that they 
can only operate effectively with a 
permanent packaging committee that 
has a regular time and place of meet- 
ing. 

Membership on the committee 
varies, of course, depending on the 
company’s packaging needs. Represen- 
tatives of purchasing, product develop- 
ment, manufacturing, shipping or 
distribution, and sales are usually the 
core, with advertising, research, and 
legal representatives taking part if 
the packaging problems involve their 
specialty. 
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Critics of the committee system, 
however, say that large packaging 
committees spend too much time de- 
liberating and too little time acting. 
For this reason, they believe that the 
packaging committee should be limited 
to educational and communication 
duties or, at best, act only as an ad- 
visor to the top packaging man. 

A number of manufacturers—par- 
ticularly the large ones with big prod- 
uct lines—are veering away from the 
packaging committee toward concen- 
trating package development in a 
separate department headed by a man 
without other responsibilities. 

One prime indication of the diver- 
sity of industry's approaches to man- 
aging packaging is the variety of 
people that top packaging men report 
to: plant manager, director of re- 
search, manager of traffic, shipping 
and receiving, chief process engineer, 
sales manager, manufacturing vice 
president, and _ president, among 
others. 

The trend throughout consumer 
goods industry is to upgrade the pack- 
aging function by having the top 
packaging executive report higher and 
higher up the line. : 


Decentralized Companies 

Highly decentralized 
have special organizational problems, 
since packaging is not amenable to 
decentralization. Particularly in view 
of the new emphasis on the corporate 
image, it is usually not practical or 
economical for each plant or division 
of a multidivisional company to have 
completely independent packaging 


companies 


programs and package development 
facilities. As a result, packaging man- 
agement and development often re- 
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mains a headquarters function, even 
in the most decentralized organiza- 
tions. 


Designing the Package 


One of the important questions to 
be settled before choosing a packaging 
staff is to decide where the packages 
are to be designed. The answer to 
this question has a substantial effect 
on the size of the staff. There are 
three alternatives: doing it yourself, 
hiring an independent package-design 
specialist, or turning the job over to 
packaging suppliers. 

The first solution is recommended 
for industrial goods manufacturers 
and for consumer goods companies 
that face standard packaging prob- 
lems, that need designs quickly, or 
that have special packaging problems 
that an outsider cannot handle or 
would take too long learning to 
handle. 

In many companies which farm out 
their design jobs, the packaging de- 
partment nonetheless does market 
research and testing on the packages 
supplied. Each company must decide 
on the basis of volume or need 
whether to research and test its own 
packages, or to turn this job over to 
outsiders and restrict the packaging 
staff to setting the specifications and 
to internal problems of packaging 
control. 


Relations with Suppliers 

Suppliers would like to make their 
pitches directly to packaging com- 
mittees, where they exist, but few 


companies will agree to allow sales- 
men to take up the time of these 
committees. An unusual communica- 
tion device that has gained favor at 
a small but growing number of com- 
panies is the packaging seminar. 
Carefully screened suppliers’ represen- 
tatives are allowed to speak before 
the all-day meetings, which are at- 
tended by all the people who are 
concerned with packaging. 

One of the touchiest problems in- 
volving relations with suppliers is how 
to handle a supplier who has gone to 
considerable expense to develop a 
new package or packaging machine 
for the company. In appreciation, 
many companies give him the entire 
business for the package he’s devel- 
oped. But a few organizations imme- 
diately open up a second, less expen- 
sive source of supply to handle a part 
of their orders. 

Experts note that unusual packag- 
ing developments are a real sales 
stimulator, and they warn that, even 
when cost is the major consideration, 
companies that want their suppliers 
to perform special services must allow 
them to recoup developmental ex- 
penses. 

Relations with suppliers are only 
another instance of the lack of sound 
management policy and planning that 
is swelling the nation’s packaging bill 
today. As long as the management of 
packaging stays on a primitive, hap- 
hazard basis, industry will never 
have the added sales, product protec- 
tion, and reduced distribution costs 
that good packaging can bring. * 


You can't escape the responsibility of tomorrow by evading it today. 
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A survey of what 129 companies are doing 
to cut down the costs of lost time in 


the office and in the shop . . . 


eo COST OF ABSENTEEISM runs 
high. Benefit payments for absentee- 
ism can cost a medium-sized company 
more than $60,000 a year; their 
annual cost for industry as a whole 
exceeds $10 billion. Other expenses 
include those resulting from lost pro- 
duction, extra overtime, wages and 
fringes paid to replacements, and 
time spent by clerical, staff, and 
supervisory personnel who keep track 
of absenteeism and deal with its 
problems. 

Absenteeism, however, can be re- 
duced. Recently, the Bureau of 
National Affairs surveyed 129 com- 
panies to discover what measures 
they are taking to control absentee- 
ism. Here are some of the survey 
results: 


Notification of Absence 


All the respondent companies re- 
quire their employees to notify them 
in advance in case of absenteeism. 
\bout 60 per cent of the firms request 
notice no later than some time dur- 
ing the first day of absence. Of this 
group, many companies require notice 
by the beginning of the shift or work- 
day, and several specify a deadline 


How Companies Control 
Absenteeism 


Condensed from Personnel Policies Forum 


of anywhere from a half hour to 24 
hours before the employee would be 
due to report. Where notice may be 
given during the first day of absence, 
it is most commonly required within 
one or two hours after the start of 
the working period, and almost in- 
variably before noon. Some com- 
panies modify this rule by specifying 
that it applies only in case of illness, 
and that the employee must give 24 
hours’ notice or more when he has 
advance knowledge that he will be 
off the job. 

About 20 per cent of the reporting 
companies impose no specific time 
limit for notice. Most of these require 
“reasonable notice” or notification “as 
soon as possible,” or “in time to be 
replaced.” Others allow leeway, “de- 
pending on the reason for absence.” 
The remaining companies require 
notice within two days, within three 
days, or—for companies with both 
shops and offices—within different 
periods for each location. 


Discipline and Penalties 

If an employee ignores the notifica- 
tion requirement, what will manage- 
ment do? About 25 per cent of the 


Personnel Policies Forum, Survey No. 57, © 1960 by The Bureau of National Affairs, Inc. 
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companies inflict no penalty. All the 
others take some disciplinary action, 
and, while the latitude allowed the 
employee varies, sooner or later he 
will get himself fired if he keeps on 
being absent without notice. Among 
the chief types of discipline are these: 
© Discharge. For one-third of the 
companies participating in the survey, 
discharge is the only penalty for 
violation of the notice requirement. 
Most often, such a. discharge is 
effected after three days without 
notice, sometimes after two days, or 
five. Several firms have had the pen- 
alty written into the union contract. 
In a few companies, distinction is 
made between shop and office em- 
ployees, with office personnel receiv- 
ing greater leniency. 

© Progressive discipline. Another one- 
third of the respondents apply a 
sequence of penalties for violation of 
the notice requirement, usually start- 
ing with a warning or reprimand and 
culminating in dismissal. The typical 
sequence is: verbal warning, written 
warning, one or more suspensions, 
and, finally, discharge. 

© Loss of sick leave. Almost one-fifth 
of the companies participating in the 
survey deprive the employee of sick 
leave for days on which he was ab- 
sent and unreported. 

How much absenteeism is cause for 
discharge? More than half the re- 
spondents (59 per cent) refuse to 
define just when this point is reached. 
Other companies discharge after ab- 
sences in excess of a specified num- 
ber (anywhere from two a year to 
“15-20 days scattered, considered 
with the year-to-year pattern”), after 
three consecutive days without notice, 
after five such days, or after absence 


DECEMBER, 1960 


in excess of a fixed percentage of 
days over a specified period of time. 

Is absence resulting from illness a 
cause for discharge? For 40 per cent 
of the respondents, it is—if ability 
to work is seriously impaired, if ab- 
sence hinders the operation of the 
employee's unit, if medical examina- 
tion shows that the employee is unfit 
to return to work, if the chances for 
recovery are slim or nonexistent, or 
if illness is “chronic or excessive.” 
The remaining companies report that 
they do not discharge for absence 
caused by sickness. 

How are chronic absentees disci- 
plined? For 6 per cent of the respon- 
dents, discharge is the sole penalty. 
For others, discipline ranges from 
progressive discipline (35 per cent of 
the companies) and disciplinary lay- 
offs (23 per cent) to reprimands (20 
per cent) and admonitory inter- 
views, withholding pay for absent 
days, withholding increases, and 
others., 


Positive Steps 
Discipline and discharge -are, of 
course, last resorts for combatting 
excessive absenteeism. The vast ma- 
jority of companies conduct positive 
programs for boosting attendance. 
One of the first requirements for an 
effective program is an accurate set 
of records: It is essential to know 
which employees are absent, how 
often they are absent, and why they 
are absent. More than 90 per cent of 
the companies keep cumulative rec- 
ords of each employee's absence, and 
almost as many firms also record ab- 
sences by reasons for their occur- 
rence. 
The responsibility for keeping rec- 
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ords is assigned solely to the personnel 
department in 60 per cent of the 
companies, to the employee's own 
department in about 13 per cent, and 
to both in another 13 per cent. In the 
remaining companies, record keeping 
is done in the payroll, timekeeping, 
or accounting department, in the 
dispensary, or in the guards’ office. 

Individual attendance records are 
reviewed at regular intervals — 
monthly, in most cases—by 70 per 
cent of the respondents. Reviewing 
is done by the personnel department 
in 45 per cent of the firms, and in 
other firms by the supervisor, the 
employee's department head, or by 
others in conjunction with the per- 
sonnel department. 


Role of the Supervisor 
Respondents _—were pgactically 
unanimous in stating that the first- 
line supervisor is of supreme impor- 
tance in combatting absenteeism. 
Some companies consider absenteeism 
control a normal supervisory function, 
requiring no special assistance from 
higher management. The majority of 
companies, however, help their super- 
visors perform this function. About 
70 per cent of the firms offer special 
supervisors who have 


guidance to 


excessive absenteeism in their depart- 
ments, and 44 per cent provide 


_ Special training on absenteeism prob- 


lems. There are three kinds of such 
training: 

1. The supervisor is given general 
instructions and advice on dealing 
with absenteeism, and is familiarized 
with company policy and rules on the 
subject. 

2. Instruction dealing specifically 
with absenteeism is given at super- 
visory or general management meet- 
ings, or at special lectures, confer- 
ences, or seminars. 

3. Training to combat absenteeism 
is a special part of the supervisory 
development program. 

The most important and most 
effective management approach to im- 
proving attendance is _ follow-up: 
keeping after the individual absentee. 
Supervisors in many companies talk 
to absentees the day after they return 
to work, to find out why they were 
out and to impress upon them the 
need for good attendance. Other 
methods of combatting excessive ab- 
senteeism are: home visits by nurse 
or supervisor, checkup by telephoning 
the home, securing union coopera- 
tion, and the use of posters and 


bulletin boards. ¢ 


WHICH EMPLOYEE COMMUNICATIONS MEDIA are the most effective in 


passing on instructions and messages? According to a recent survey con- 
ducted by the U.S. Naval Ordnance Station among 4,000 of its employees, 
the fastest route for spreading news is via the grapevine. The second fastest 
way is through the supervisor or line management—reflecting, perhaps, 
the training and habits of employees. Evidently, employees think of their 
supervisors as being generally well informed, and look to them for infor- 
mation. Other effective media for communicating news and instructions 


are official memos, house organs, and bulletin boards. 
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— YEARS AGO, one company 
completely overhauled its manage- 
ment structure, tore up its organiza- 
tion chart, and threw out decision- 
making patterns that had been in 
use for 30 years. 

The company is U.S. Rubber, and 
the chief casualty in the change was 
committee management, which had 
kept a group of inside directors hag- 
gling over a wide variety of operating 
decisions. The board dissolved this 
body and divided its job among in- 
dividual top executives. 

The committee management sys- 
tem at U.S. Rubber was a direct 
legacy from Du Pont-trained execu- 
tives who moved into the company in 
1929 to help bolster U.S. Rubber’s 
financial position at the start of the 
depression. Du Pont management or- 
ganization principles were  trans- 
planted lock, stock, and barrel. 

The essential feature of the com- 
mittee management system is to place 
most top operating responsibilities in 


One company’s experience 


Condensed from Business Weck 


Weaknesses in 


COMMITTEE 
MANAGEMENT: 


the hands of the executive committee 
—in U.S. Rubber, the board chair- 
man and four vice presidents with no 
individual operating responsibilities. 
In the words of the old company 
policy and procedures manual, “the 
members of the executive committee 
shall act only as a committee, and the 
individual members shall have no 
power as such.” 


Signs of Strain 

U.S. iiubber expanded eleven fold 
under the committee plan. But as 
time passed, there was increasing un- 
easiness over the system. In_ the 
1950's the strain began to show, 
especially after U. S. Rubber’s board 
chairman became ill in 1955 and his 
hand was off the helm for five 
months. Rather than attempt a patch- 
work revision, the company threw 
out the whole works. 

In outlining specifically where the 
system went wrong, most U.S. Rubber 
exCutives hit three faults: waste of 


Reprinted from Business Week (October 22, 1960) by special permission; © 1960 by 
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time, excessive compromise, haggling. 

The time spent at committee meet- 
ings kept growing. At one point in 
the early 50's, meetings regularly ran 
a whole day each week, and some- 
times extra sessions had to be called. 
The committee -calendar or agenda 
that the members received for study 
two days ahead of time often ran to 
several hundred pages. 

At meetings, committee members 
were officially required to deal with 
capital appropriations over $100,000 
but often spent hours debating items 
as low as $20,000. Such matters as 
each purchase and sale of securities 
from the company portfolio, lists of 
all executive salaries, and even plant 
charity donations had to be approved. 


Increasing Complexity 

Keeping up with the divisions was 
another major headache. Each week 
a division manager or department 
head made a formal presentation. 
From a concise rundown or of sales, 
profits, and problems that was the 
custom in the early days, the presen- 
tations expanded to several hours of 
chalk talks, colored charts, and 
demonstrations by specialists called 
in to help each manager prove a 
point. Another sore point was that 
the specialized experience that each 
member brought to the committee 
sometimes tended to make him loyal 
to certain divisions. The more diversi- 
fied the company got, the more diffi- 
cult it sometimes became for one 
man's new pet project to be pushed 
through without log-rolling and ex- 
cessive compromise. 

Worst of all, in spite of the tite 
spent and the haggling, many de- 
cisions simply got put off from meet- 
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ing to meeting. Some committee 
members felt they had to learn the 
technical details of problems outside 
their experience. Sometimes there 
were simply deadlocks, and no one 
wanted to push the issue to a vote. 


Basic Causes 

Few U.S. Rubber executives blame 
the committee system alone for these 
faults. They note that Du Pont has 
made practically the identical system 
work successfully, and most big com- 
panies use committees for making at 
least some decisions. If any one fac- 
tor can be singled out as the cause of 
the trouble, it is probably the experi- 
ence and personalities of the people 
involved. U.S. Rubber executives 
tend to spell it out in reverse by ex- 
plaining why they think committee 
management works well at Du Pont. 

Du Pont executive committee mem- 
bers have common backgrounds, they 
say. They have been brought up the 
ladder through many different di- 
visions, and they have a company- 
wide view. Some U.S. Rubber people 
argue that Du Pont is essentially dedi- 
cated only to the chemical business, 
so its executive committee is con- 
cerned with a narrower field than 
U.S. Rubber was. There is also a 
feeling that the historical forces that 
shaped Du Pont help make committee 
management work there. 


Management Overhaul 

Whatever the difference between 
the two companies, committee man- 
agement just didn’t work for U. S. 
Rubber. The executive committee 
often disagreed about where the oom- 
pany should expend its effort. They 
had trouble taking a company-wide 
view of problems, and they were 


THE MANAGEMENT REVIEW 


| 
i 
i 


snowed under with details of un- 
familiar parts of the business. 

The reorganization in the fall of 
1957 abandoned the whole system, 
and the executive-committee vice 
presidents were returned to individ- 
ual responsibility for departments 
concerned with their specialized fields 
of experience and interest. The man 
who had been vice chairman of the 
last executive committee before the 
changeover—he was also executive 
vice president—became president and 
chief operating officer. Other execu- 
tives were made vice presidents in 
charge of the various operating divi- 


sions. 


Faster Decisions 


Although U.S. Rubber's top of- 
ficials believe enthusiastically that 
the management overhaul was a great 
success, the value of such a change is 
hard to prove immediately in dollar 
and cents. Company sales, earnings, 
and return on investment have in- 
creased in the last three years, but 
it's difficult to tell how much of this 
is attributable to the business climate 
itself. 

There are proofs, however, that 
don't make obvious changes on bal- 


ance sheets. The most dramatic 
change is the increased speed with 
which decisions are made, as testified 
to by executives on all levels of man- 
agement. Wallace Cake, the research 
and development vice president, likes 
to cite the case of a new tire-press 
machine costing $75,000 that was 
hauled into his laboratory a month 
after he asked for it. Several years 
ago, a similar machine wasn't de- 
livered until two years after it was 
requested, although Cake himself sat 
on the committee. 

In an important test of quick 
action on a larger scale, the new 
management decided at the beginning 
of the 1957-1958 recession to close 
down the company’s old Fort Wayne 
plant. Within a few weeks, the plans 
were approved and the machinery 
started for abandoning this uneco- 
nomic facility. Veterans of the old 
executive committee say such a step 
could have taken a year under the old 
system. Some feel that at least one 
member of the old committee would 
have had a soft spot in his heart for 
the old plant and its demise could 
only have come about through rather 
long wrangling and perhaps needless 
compromise. 


DOES THE COST OF PROVIDING PENSIONS for workers over 45 years old 


deter companies from hiring older workers? No, says the National Asso- 
ciation of Manufacturers, following a recent poll of 70 corporations. The 
NAM reports that 58 per cent of the firms declared age did not affect the 
employment of qualified workers; 30 per cent do not enroll employees 
in their pension plans until after 5 years of service; and the remainder— 
while not discriminating against the hiring of older workers—exclude 
them from their pension plans. Some firms compensate for such exclusion, 
reports the NAM, with a separation allowance. 
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Tips on avoiding pitfalls 
in a corporate public 
relations program . . . 


SOURCES OF 


PROBLEMS 


By Morris B. Rotman 


Condensed from Commerce 


BUSINESSMAN diagnose 
his own public-relations problems? 
How much of an expert does he have 
to be? How far should he go in ana- 
lyzing a problem and proposing a 
solution? These are questions that 
more and more top executives are ask- 
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ing themselves as public relations be- 
comes increasingly accepted as a 
management function and tool. Some 
companies, however, are unaware of 
their PR problems. Consider this ex- 
ample: 

Not long ago, a middle-sized but 
well-known corporation underwent a 
complete change. It changed its presi- 
dent, its distribution, its product, 
and even its name. During all of this, 
someone suggested that the new pres- 
ident start a public-relations program 
to let people inside and outside the 
company know what was going on. 

“No, no, there’s no time for that,” 
the president said. “We're in the 
midst of revamping our whole manu- 
facturing process, the union is threat- 
ening to strike for higher wages, I've 
got to get rid of half-a-dozen old-time 
executives, and the stockholders’ 
meeting is coming up. Let’s not get 
into public relations until these other 
problems are out of the way.” 

This executive was up to his ears 
in public-relations problems but didn’t 
know it. Fortunately, the executive 
who is completely oblivious to the ex- 
istence of public relations is rare. The 
problem for most business executives 
is to recognize public-relations pitfalls 
in time to avoid a serious misstep, 
and to prevent public-relations prob- 
lems whenever possible. First, how- 
ever, the executive must get rid of 
mistaken notions he may harbor. 


Mistaken Concepts 


1. Public relations is a technique 
that should be left to the experts. 
Some businessmen say they're too 
busy to be bothered with public rela- 
tions because it’s all technique, and 
they'll leave it to the technicians. 
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They are right not to concern them- 
selves with technique, but wrong in 
believing that that’s all there is to 
public relations. Strategy is involved 
as well, and it must be developed as 
a matter of top-level policy. Without 
a policy, public-relations tactics lack 
direction and effectiveness. 

On the other hand, there are a 
number of executives who, even 
though they regard public relations 
as technique, preoccupy themselves 
with it. When this happens—when 
the top executive picks at copy, super- 
vises every word and picture in a 
house organ, telephones editors per- 
sonally—more problems are created 
than are solved. 

Delegating the execution of public- 
relations policy to someone else or 
asking for professional advice is often 
wise. But the executive who delegates 
the making of policy is neglecting 
management responsibility. 

2. Public relations is a sometime 
thing. You employ public relations 
principles when you have the money 
to do so, or when you are confronted 
with a problem that only public rela- 
tions activity can solve—so goes this 
notion. But, as experience has dem- 
onstrated many times, public relations 
isn't a concept you can turn on and 


off. 


The Right Attitude 


If these are the wrong attitudes 
toward public relations, what is the 
the right one? It must be built around 
an awareness that there is a public 
relations aspect to everything the 
company says, does, or makes. Have 
you noticed how your treatment by 
a receptionist often influences your 
attitude toward the entire company? 
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How often have curt telephone man- 
ners given you the impression that 
the people on the other end weren't 
really interested in you? Has a dirty 
truck ever led you to suspect that the 
company owning it may be slovenly? 
Recognition and control of the PR 
aspect in your company operations 
will not only help prevent public re- 
lations problems, but also stand you 
in good stead when problems arise. 
Public relations problems are 
caused by one or both of these two 
elements: (1) poor basic policies and 
(2) poor communications. In the 
case of poor basic policies, the com- 
pany ignores the PR effect of what 
it is doing. In the case of poor com- 
munications, the company fails to 
clarify its relationship to its publics. 


Poor Basic Policies 


There are still companies that do 
not consider public opinion in estab- 
lishing policy, or do not seek to adjust 
when public opinion changes. The 
company that fails to match the pre- 
vailing wage and benefit scale of its 
community has a policy failure. The 
firm that arbitrarily hires and fires is 
in the same position. The company 
that turns out shoddy goods, forces 
an inventory build-up on its dealers, 
or performs similar actions that are 
open to criticism has a bad basic 
policy. 

How can you evaluate the pub- 
lic-relations implication of policy? 
Choose any policy that your company 
now practices or is considering, and 
ask yourself: 

1. Is the policy selfish and one- 
sided? Does the public benefit as well 
as the company? 

2. Is the policy fair and reason- 
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able? This is often a hard question 
to answer, for standards of equity and 
fairness vary. Whatever the standard, 
however, try putting yourself in the 
shoes of the person affected by the 
policy to judge its fairness. 

3. Is the policy consistent? Con- 
sistency for its own sake is not neces- 
sarily effective,. but uncontrolled in- 
consistency is often a; source of 
public-relations problems. Consistency 
in service and product quality; con- 
sistency in arrangements with dealers 
and distributors; consistency in rela- 
tions with the community—they all 
add up to reliability. 

4. Is the policy open to scrutiny? 
\ company with fair, reasonable, and 
consistent policies has nothing to hide 
or be ashamed of. If vour business 
has any policy that you would rather 
not discuss, question its merit. 


Poor Communications 

Even if a company has good basic 
policies, it may still have problems. 
The culprit is often poor communica- 
tions. It is not enough to do good; 
people must be told about it. In pub- 
lic relations, virtue is not always its 
own reward. 

Poor communications can turn an 
ordinary situation into a nightmare. 


For example: Assembly-line workers 
in one company noticed that the 
factory inventory of finished goods 
was becoming larger every day. Sens- 
ing a possible layoff, the workers 
deliberately slowed their pace, cutting 
production. The company had ne- 
glected to tell them that the inventory 
build-up was in preparation for a new 
sales promotion, for which advance 
orders were already coming in. The 
production slowdown was finally 
noticed when the company was un- 
able to meet late initial orders and a 
flood of reorders—and needlessly lost 
many thousands of dollars. 

Other communications problems 
develop when (1) not every impor- 
tant public is included; (2) not every 
significant communications medium 
is being used; (3) insufficient infor- 
mation is being communicated; and 
(4) communications feed-back is not 
being used. 

\wareness of what can happen, 
how it can happen, and what might 
be done to control public relations 
programs is more than half the bat- 
tle. This awareness involves manage- 
ment support and recognition, with- 
out which even the best-run “pro- 
grams of technique” can produce only 
mediocre results. 


\ GIANT LURCH FORWARD in employee-management relations took place 
recently: A British shampoo firm began giving 26 employees a free daily 
beer break. The workers—all women—work for Lincoln Hair Products, 
Ltd., which makes shampoo. A main component of the product is a strong 
high-grade beer. The girls developed the habit of passing up their tea break 
and dipping their cups into the beer barrel instead. The head of the firm 
put his foot down. The girls walked out. A compromise was reached: 
The girls agreed to stop drinking the beer intended for the shampoo, and 
the firm agreed to keep another barrel on tap in the canteen—with each 
girl to receive half a pint free at lunchtime. 


—New York Herald Tribune, 11/4/60 
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TRENDS IN EXECUTIVE COMPENSA- 
TION. By Arch Patton. Harvard Business 
Review (Soldiers Field, Boston 63, 
Mass.), September-October, 1960. Re- 
prints $1.00. The annual executive 
compensation survey by McKinsey & 
Co. shows changes in top management 
compensation in 1959 as well as broad 
shifts that have occurred in the last 
six years in 605 companies. The average 
compensation of chief executives for 
whom comparable data were available 
in both 1953 and 1959 increased 16 
per cent; and on balance, industries re- 
porting the largest compensation in- 
creases were those with better-than-aver- 
age sales and profits results. An exhibit 
shows the percent change in chief ex- 
ecutive compensation, sales, and profits 
in 25 industries, 1958-59 and 1953-59. 


LAYMAN’S GUIDE TO COMPUTERS. 
Business Week (330 West 42 Street, 
New York 36, N.Y.), September 10, 
1960. 50 cents. A new chart, as- 
sembled by Charles Adams Associates 
(Bedford, Massachusetts), catalogues the 
characteristics—capacity, speed, coding, 
etc.—of 43 general-purpose, stored- 
program, electronic digital computers 
that can be ordered today from the 
industry's 16 manufacturers in the U.S. 
Although the compilers of the chart 
give the average monthly rental figures 
for each computer, they do not answer 
the rent-or-buy question, since the 
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answer depends on individual labor 
costs and the need for standardized 
operations. A rule of thumb to de- 
termine purchase price, however, is 
provided: multiply the computer's 
average monthly rental by 48. 


ASSOCIATIONS THAT CAN SERVE YOU. 
Management Methods (22 West Put- 
nam Avenue, Greenwich, Conn.), Oc- 
tober, 1960. Reprints 50 cents. You 
can get valuable help from the many 
business and professional associations 
in the U.S., often without even joining. 
Most of them have a wealth of research 
data, library facilities, and helpful 
publications for the asking; some have 
free educational or training films; and 
nearly all associations hold regular 
meetings at which information is de- 
veloped and exchanged. This article 
gives information on these and other 
services offered by some leading U.S. 
associations. 


THE 1961 SITE SELECTION HANDBOOK. 
Industrial Development (2592 Apple 
Valley Road, Atlanta 19, Ga.), October, 
1960. 50 cents. This year’s 181-page 
site-selection handbook contains an 
alphabetical listing by state and city 
of more than 11,000 organizations en- 
gaged in some phase of industrial de- 
velopment activities at local, area, state, 
regional, or national levels. In addition, 
there is a checklist of factors you can 
apply to each community in deciding 
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on the most favorable site. Also pro- 
vided are data on Canada, a listing of 
500 communities with registered com- 
munity audits, and a bibliography of 
site-selection articles published in 
Industrial Development. 


MINIMIZING THE PLANNING GAP. By 
Fremont Kast and Jim Rosenzweig. 
Advanced Management (74 Fifth 
Avenue, New York 11, N.Y.), October, 
1960. $1.00. Too often, a planning 
gap—a divergence in the expectations, 
premises, objectives, and basic concepts 


of the various units within an organi- 
zation—prevents the establishment of 
an effective, well-defined framework for 
integrated decision-making, say the 
authors. Focusing particular attention 
on the coordination of specialized 
planning staffs and line management, 
they call for (1) top-management rec- 
ognition of the need for long-range 
planning, (2) explicit statements of 
goals and premises to serve as guide- 
lines to the organization, and (3) 
communication of these guidelines 
throughout the organization. 


INDUSTRIAL RELATIONS 


WORK RULES: CAN MANAGEMENT 
REGAIN ITS RIGHTS? By Albert C. 
Lasher. Dun's Review and Modern In- 
dustry (99 Church Street, New York 
8, N.Y.), October, 1960. 75 cents. 
Without statesmanship and patience, 
the work rules issue bids fair to make 
the 1960's a bitter decade of labor- 


management relations, the author de- 
clares, citing companies that have been 


shut down in disputes concerning 
management's right to change work 
practices. He examines factors leading 
to the impasse and suggests approaches 
for avoiding it: (1) don't be afraid to 
submit a dispute to arbitration; (2) 
keep workers informed regularly about 
what management is doing and why; 
and (3) reassure workers concerning 
job security. 


A FRAME OF REFERENCE FOR DE- 
VELOPMENT. By William A. Swank. 
Journal of the American Society of 
Training Directors (2020 University 
Avenue, Madison 5, Wis.), September, 
1960. $1.00. A new procedure for the 
evaluation and development of super- 
visors permitted managers at Nationwide 
Insurance Company to assess accurately 
the strong and weak points of more 
than 95 per cent of the supervisors 
studied. Providing managers with a 
broad frame of refercnce in pinpointing 
areas where training is needed, the 
procedure examines fourteen factors 


essential to successful supervision, and 
draws on five sources of information: 
a descriptive questionnaire filled out by 
the supervisor's superior, employee inter- 
views, a questionnaire completed by the 
supervisor himself, merit review records, 
and exit review records. 


SELECTION AND PLACEMENT OF THE 
HANDICAPPED WORKER By Harold E. 
Yuker, William J. Campbell, and J. R. 
Block. Industrial Medicine and Surgery 
(P.O. Box 44-306, Miami 44, Fla.), 
September, 1960. $1.25. Is industry 
passing up valuable workers who, be- 
cause they are disabled, aren't able to 
pass physical examinations? The authors 
say yes, pointing to Abilities, Inc., a 
thriving plant that employs workers re- 
jected by other companies. A comparison 
of absenteeism, safety, and job require- 
ments between the 400 severely disabled 
Abilities employees and industrial em- 


“ployees in general revealed that the 


disabled workers made a much better 
showing—their absentee rate, for ex- 
ample, being only about one-third that 
for industry in general. 


MAKING THE MOST OF THE EMPLOY- 
MENT APPLICATION FORM. By Edward 
J. Rogers. Personnel Journal (P.O. Box 
239, Swarthmore, Pa.), September, 
1960. 75 cents. The two-part employ- 
ment application form described here 
riot only provides a convenient tool for 
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job filling, but also affords the personnel 
department with a simplified classifi- 
cation system. When an applicant is 
hired, half the form, printed on a key- 
sort card, is filed as a permanent record 
of important data, such as wage and/or 


salary progression, basic personnel infor- 
mation, and so on. The reverse side pro- 
vides space for future additions, such 
as address change, name change, or 
notes, and the card is designed so that 
other information can be keyed in. 


MARKETING 


YOUR PRODUCTS IN INDUSTRY. Indus- 
trial Distribution (330 West 42 Street, 
New York 36, N.Y.), September, 1960. 
$1.00. Do you know where your 
markets are? To help distributor sales- 
men and sales managers assess markets 
for their products, this special report 
reviews the extent, characteristics, and 
trends of buying in seven industries: 
metalworking, food, mining,  con- 
struction, woodworking, transportation, 
and chemicals. The information pre- 
sented points to the- opening up of 
new markets, the appearance of new 
buying methods, the need for new 
tools, devices, and machines, and the 
disappearance of certain markets that 
have existed within an industry for 
decades. Product uses are illustrated, 
and for each industry there is a list of 
most-used items. 


HOW TO SELL TODAY. By Philip 
Gustafson. Nation's Business (1615 H 
Street, N.W., Washington 6, D.C.), 
October, 1960. Reprints 10 cents. “The 
salesman has become the customer's 
representative in his own firm, rather 
than the company’s representative to 


the customer” . . . “Today's salesman 
must dream along with the customer” 

“Where he once sold products, 
the salesman now sells functions and 
services.” The above quotes from sales 
leaders support the author’s viewpoint 
on changes in the salesman’s job. He 
discusses specific skills modern salesmen 
must have and examines techniques 


being developed for specialized fields. 


ADVERTISERS’ GUIDE TO MARKETING 
FOR 1961. Printers’ Ink (635 Madison 
Avenue, New York 22, N.Y.), Septem- 
ber 9, 1960. $2.50. The first section of 
this 406-page guide presents a statistical 
picture of the total economy and the 
people that make it up, their number 
now and in the future, their income 
and how they spend it, and what they 
save and how; the second gives portraits 
of major metropolitan markets across 
the country, covering trends and devel- 
opments, characteristics of the people, 
construction activity, industry and em- 
ployment, financial activity, sales, and 
outlook. The other 19 sections cover 
other markets, including the Negro, mil- 
itary, and Canadian markets. 


PRODUCTION 


NOISE CONTROL. Factory (330 West 
42 Street, New York 36, N.Y.), Sep- 
tember, 1960. $1.00. Whether it brings 
liability claims for loss of hearing or 
simply undermines employee morale and 
antagonizes your community, plant 
noise increases production costs. This 
report tells how noise is transmitted, 
gives a comparison of levels of noise 
caused by various sources, and discusses 
three ways of controlling it: (1) con- 


trol at the source—slight modifications 
of an operation can often reduce noise 
from operations such as sawing, punch- 
ing, tumbling; (2) control of noise 
transmission—barriers, baffles, enclo- 
sures, and other acoustical treatment of 
work areas can isolate a noise source 
from its surroundings; and (3) control 
by personal protection—earplugs, muffs, 
or helmets can adequately protect work- 
ers when all else fails. 
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AEROSOL BUYER’S GUIDE, 1960-1961. 
Aerosol Age (229 West 28 Street, New 
York, N.Y.), October, 1960. 50 cents. 
Listing nmumerous aerosol components 
and services in alphabetical order, this 
guide is designed for the aerosol buyer 
who wants to know where to buy what. 
A sampling of the listing: aerosol as- 
sociations, consultants and_ research 
agencies, containers, cover caps and 
closures, custom fillers, emulsifiers, dip 
tubing, can unscramblers, capping 
equipment, carton uncasers, container 
and purging equipment, coding devices, 
conveyers, filter sheets, mixing equip- 
ment, labelers, propellant storage tanks 
pumps, refrigeration equipment, product 
concentrate, silicones, and valves. 


PRODUCTION MAN’S GUIDE TO WORK- 
ING BERYLLIUM. By George A. Toczko 
and Ken Breeze. American Machin- 
ist/Metalworking Manufacturing (330 
West 42 Street, New York 36, N.Y.), 
October 17, 1960. Reprints 30 cents. 
Beryllium’'s combination of high melting 
point, high strength, high elastic modu- 
lus, high atom density, and low atomic 


THREE STEPS TO PROFITS AHEAD. By 
Charles A. Cerami. Nation's Business 
(1615 H Street, N.W., Washington 6, 
D.C.), October, 1960. Reprints 15 
cents. Despite the indifference in some 
sectors of U.S. business toward foreign 
profit opportunities, many companies 
engaged in foreign operations find that 
their profits per dollar of investment 
abroad are almost double those from 
investment at home. To get a successful 
start overseas, the author suggests that 
you (1) pinpoint sales area—find out 
where your product fits into the picture; 
(2) find foreign associates—people who 
know markets, customs, and ways of 
doing business; and (3) fit products to 
the market—customers’ tastes must in- 
fluence what you sell, and how you 
advertise and package it. 


FOREIGN OPERATIONS 


weight has earned it the title, “wonder 
metal of the Space Age”—and despite 
its limited availability, high cost, manu- 
facturing problems, and toxicity, more 
and more shops are called upon to 
work it. Because it is becoming a pro- 
duction metal, this report was prepared 
to familiarize the production man with 
the latest techniques of working it, 
including machining, forming, and 
joining. 


1960 METAL SELECTOR. Steel (Penton 
Building, Cleveland 13, Ohio), October 
10, 1960. 50 cents. A guide for finding 
the right metal or alloy for a job, this 
32-page report covers both ferrous and 
nonferrous metals, has more than 1,000 
product listings, and shows compositions, 
properties, and applications of metals 
and alloys. An index breaks the listing 
down into 20 categories, including 
vacuum melted metals, high-temperature 
alloys, stainless and heat-resistant steels, 
cast high alloys, ferrous castings, 
H-steels, spring alloys, beryllium-bearing 
alloys, high strength steels, and super- 
strength steels. 


U.S. FOREIGN INVESTMENTS: MEASURE 
OF GROWTH AND ECONOMIC EF- 
FECTS. By Samuel Pizer and Frederick 
Cutler. Survey of Current Business 
(Superintendent of Documents, U.S. 
Government Printing Office, Washing- 
ton 25, D.C.), September, 1960. 30 
cents. An analysis of recent trends and 
major features of U.S. foreign invest- 
ments, this article summarizes the re- 


- sults of the worldwide Office of Business 


Economics census, which contains a 
broad range of new data and will soon 
be published in a complete volume: 
U.S. Business Investments in Foreign 
Companies. The data are based on in- 
formation supplied regularly by com- 
panies engaged in foreign operations and 
include values, capital flows, and earn- 
ings of direct foreign investments. 
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Retailing's Wide Wide World 


(Continued from page 9) 


project is planned for New Haven, and about a dozen other towns 
and cities have also decided to build shopping centers. 


A Place in the Sun 


But private labels, store personalities, and downtown shopping 
centers will not solve all the problems of increasing retail competi- 
tion. The complete answer for the department*stores and smaller 
downtown retailers will have to be something more basic. Perhaps 
in the revitalized Downtown, U.S.A., that the department store 
strategists are working for, small independent retailers will have 
to become greater specialists than ever before, offering goods and 
services not easily obtainable from the giant stores or from the 
massive discount houses and shopping centers on the highway. As 
for the department stores, a marketing specialist has suggested that 
they will have to “enshrine the bargain basement”—turn the street- 
level floor into “a true supermarket, throat-cutting discount center.” 
The rest of the store, according to this analysis, “will be preserved 
and even strengthened by a new architecture . . . It will provide 
special entrances to the upper floors and create an even greater 
sense of privacy and exclusivity” to attract and keep “the regular 
non-bargain basement customer.” 

That some retailers are beginning to adopt this view is clear 
from the statement of the general manager of a leading department 
store: “It is high time we retailers recognize that we cannot be all 
things to all people . . . Each of us has his own individual niche 
in the marketplace. It is up to us to determine where we fit, who 
comprise our customer body, and then to fulfill as completely and 
satisfactorily as possible the expectations of our particular group 
and our logical market.” 


SUBURBAN SHOPPING CENTERS 


No matter what course the downtown stores take, however, it 
seems clear that the suburban shopping center is here to stay, if 
for no other reason than the migration out of the cities and into 
the suburbs that will continue during the sixties. 
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The latest census figures confirmed what everybody seemed tu 
know, with the possible exception of some mayors: A lot of city 
dwellers have been skipping town and settling in the suburbs. Since 
1950, only two of the ten top cities showed a population rise, and 
the others recorded declines. In general, the older, eastern metrop- 
olises have provided the most noteworthy examples of population 
losses since the last headcounting: New York City dropped 200,000; 
Boston, 130,000; St. Louis, 116,000; Chicago, 128,000; and 
Philadelphia, 111,000. 

With sizable numbers of Americans moving out of the core cities 
to the outskirts of metropolitan areas, many businesses pitched their 
glass-and-cement tents in shopping-center complexes ranging from 


SHOPPING CENTERS—BIG, BIGGER, BIGGEST 


SHOPPING CENTERS vary widely in size, and, for the guid- 
ance of those who like to categorize things exactly, Chain 
Store Age has defined three major types of center in terms 
of square footage and the number of families they require 
for support: 

e. Neighborhood Center. Ranges from 20,000 to 60,000 
square feet of floor area. This kind of center usually 
has five to twelve independent retailers, with the key 
tenant being a drugstore or supermarket. A population 
of 7,000 to 20,000 is required to support it, but if the 
stores are large, a greater trade area may be necessary. 

e Community Center. Approximately 100,000 to 400,- 
000 square feet of selling space. The smaller operations 
are geared to a variety store, while the larger ones have 
a junior department store as the dominant unit. This 
kind of center usually has about 30 to 50 retailers and 
requires a population periphery of 80,000 to 100,000. 

e Regional Center. Half a million square feet or more. 

These centers have at least one major department 
store branch, as well as a junior department store and 
most of the stores that are found in the community 
center. A population of several hundred thousand in 
the trade area is required for support. 


THE MANAGEMENT REVIEW 


. 
62 


a handful of retail stores around a parking lot to the trade-fair 
splendor of the 125-acre business city at Roosevelt Field, N.Y. 
These centers have attracted retailers of all kinds. A survey in 
1958 revealed, for example, that half of all new supermarkets built 
that year were in shopping centers, as were three-fourths of all new 
drugstores and 85 per cent of all new shoe stores. 


Downtown and the Suburbs 


The impact of the shopping center on downtown stores was 
pointed out in a recent Journal of Marketing study, which indicated 
that from one-third to one-half of the suburbanites who used to 
shop in the downtown areas of New York and nearby small cities 
stopped buying in urban stores in whole or in part when regional 
shopping centers opened up. In addition, the suburban shoppers 
who did continue to make many of their purchases in the main 
shopping section of the core city bought substantially smaller 
amounts of goods. 

The over-all effect of regional shopping centers has been to 
siphon off from downtown retailers a good deal of their gross sales. 
(The Lloyds Center, which opened last summer in Portland, Maine, 
for example, is reported to have cut downtown retailers’ income as 
much as 10 to 35 per cent in a matter of a few months.) The 
suburban centers, which number about 4,000, are now selling $45 
billion worth of goods annually—about 25 per cent of all retail 
volume, excluding automobile sales. 


Bread and Circuses 


Shopping centers aren't just sitting back to let the population 
growth in the suburbs bring them customers, either; they are leaving 
no stone unturned in their drive to attract more and more people 
to their doors. Special ceremonies, charity fairs, dramatic presenta- 
tions, art shows, and other attractions are not uncommon sights. 
Recently, for instance, the Mayfair Shopping Center in Wauwatosa, 
Wisconsin, transferred its central mall into an old-fashioned park 
typical of Milwaukee at the turn of the century. Singers, an oom- 
pah-pah band, and Bavarian dances in the middle of the retailing 
complex drew more than 35,000 people, who cried into their free 
lemonade remembering the Good Old Days. A grand opening 
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featuring an Old Hawaii motif, used at a Honolulu shopping center 
last August, attracted 10,000 spectators. In other centers, fashion 
shows, a children’s monorail express over the parking lot, contests 
for local photographers, and even a complete wild animal circus 
have drawn crowds of shoppers. 

Such attractions may be peripheral to the main business of sell- 
ing, but they illustrate a determination to make these distribution 
centers dynamic and profitable businesses. 


DISCOUNT HOUSES 


The most far-reaching upheaval on the retailing scene has been 
caused by the gradual appearance of another formidable competitor: 
the discount house. This new breed is equally at home in urban 
and suburban surroundings, and it has been cutting deeply into the 
business of the more traditional retail outlets. 

Discount houses have thrived on a policy of low costs, low mar- 
gins, low prices, a minimum of service, and high-velocity turnover. 
Based on the principle that “what is mass-produced must be mass- 
sold,” they have attracted more and more price-conscious consumers. 

With consumer habits changing, and with many Americans 
having larger families, this price appeal has been extraordinarily 
successful. To a nation hungry for goods, the discount house has 
offered savings in general merchandise in the same way that the 
supermarket offered them savings on food. 

Of course, discounting alone cannot meet all consumer needs. 
The discount operators themselves were the first to sense that in 
order to consolidate their position and grow bigger they would have 
to take on some of the characteristics of the department store; they 
now offer credit, and their interiors are often as expensive and as 
attractive as those of the new department stores. 

Discounters are also planning to broaden their base of operations. 
One of the next probable areas they will move into will be the food 
business. The fantastic amount spent by Americans on food, plus 
the interrelated nature of supermarketing, will draw many more 
discounters in the future to install their own supermarkets. The 
pressure will build on them to merge with supermarket chains, or 
to develop into true one-stop shopping outlets. 

Supermarkets are feeling the same pressures. Already almost 
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every supermarket in the country is handling some other-than- 
grocery items. It may restrict itself to carrying some fast-moving 
health and beauty aids, kitchen utensils, glasses, etc.; it may have 
a general merchandise section, broken down into departments; or 
it may even contain a department store nearly equal in size to the 
food sections. 


THE SUPER-SUPERMARKET 


From both directions, then, the large mass retailers seem to be 
moving toward the development of huge, everything-under-one-roof 
shopping outlets, combining elements of the discount house, the 
department store, the shopping center, and the supermarket. In- 
deed, one of the supermarket chains (Grand Union) has already 


SOME TIMELESS ADVICE 


RETAILING OPERATIONS have grown tremendously in size, 
and changes in techniques have given a new look to today’s 
marketplace, but like most things, the basics haven’t changed 
much over the years. The Retailer's Manual, written in 1869 
by Samuel Hough Terry, indicates that even a century ago 
retailers were aware of many of the essential considerations 
that still apply to our high-geared operations today. Here's 
what Mr. Terry had to say about some of our “modern” 
selling principles: 
e On “mass selling”: The oftener a stock is . . . turned 
over, the cheaper the dealer can afford to sell his goods. 
e On “market surveys”: An estimate of probable sales may 
be found on the experience of other dealers in similar 
positions . . . Where no such experience can be found, 
the estimates may be made by an independent calcula- 
tion of the wants of the community in the aggregate, by 
first estimating the wants of separate individuals or 
families. 
e And on “motivation research”: The ability to penetrate 
. . into the recesses of others’ minds, and to decide 
how they will act, is a valuable acquisition to anyone 


who buys or sells goods. 
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opened fourteen mammoth operations of this kind, ranging in size 
from 60,000 to 150,000 square feet—the equivalent of four or 
more regular supermarkets. 

These giant stores sit alone by the roadside, and they divert lots 
of traffic with cut-price gasoline, inexpensive beauty service, and 
great stress on loss-leader merchandising. The “super super” carries ¢ 
more merchandise than the average discount house— including food, 
white goods, appliances, and brand-name items—and it moves its 
goods rapidly, especially on weekends, when whole families descend ie 
to buy everything from soup to television consoles to socks at dis- 2 
count prices. 


AUTOMATED RETAILING 


Looking a bit further ahead, the increasing consumer acceptance 
of vending machines as vehicles for moviag goods of all kinds in- 
dicates that the day may rot be too far off when a great deal of ; 
retail selling is handled automatically, without the need for human tt 
clerks.* This is still a bit in the pipe-dream stage, but there is at J 
least one operating store in which selling is fully automatic. In 
fact, the future of retailing could be violently changed by the auto- 
mated systems, machines, and labor-saving devices that are now 
coming off the drawing boards. 

A look at the automatic hardware store operating in a shopping 
center in Dayton, Ohio, gives some indication of what we might 
expect the store of tomorrow to look like. Walking through the 
aisles, the customer makes his selection from samples of the 15,000 of. 
items that are mounted in display racks, taking an IBM card for 5’ 
each item he intends to buy. When he has made his selections, he 
takes his cards to a cashier, who places them into a billing machine. 

Date, taxes, and final total charge are printed on an invoice, one 

copy of which is put in a blower tube that whisks it to the stock 

room. There it is picked up by a stock boy on roller skates, who te 
flies away to fill the order. After he pays his bill, the customer goes Te 
to a pickup window for his package. 

This automated store pays off “in so many ways I wish we had 


* For a fuller report on the vending-machine industry today, sce “Automatic 
Selling—A Business in Billions,” in the October, 1960, issue of THE 
MANAGEMENT Review. 
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another, larger store to take fuller advantage of its benefits,” accord- 
ing to J. Throckmorton, co-owner of the Dayton store, who points 
out these advantages: 

e Constant inventory control is made possible, for the IBM 
cards take all the guesswork out of reordering stock. 

e Labor costs are reduced 25 per cent, since much less skilled 
help and more part-time workers are used in the store opera- 
tion. 

e Shoplifting and breakage are practically eliminated. 

¢ One-third additional selling space is available; aisles can be 
narrower, since customers do not carry packages or push carts. 

e Discount house and department store competition is met with 
high-volume, low-cost methods of operation that permit lower 
prices. 

Another version of automatic shopping in the supermarket, now 
in the works in Great Britain, is scheduled to make an appearance 
in 1962. The slot system that the British are working on is not 
unlike that in the automatic hardware store: The shopper inserts 
a blank card, similar to those in factory punch clocks, into a slot 
where the name and size or weight of the purchase will be printed, 
repeating the process for every purchase. At the cashier's desk, the 
order is read electronically in another device and transmitted to an 
electromechanical system for processing. 

Four or five major electronics companies are reported working 
on the problems of automatic retailing, and one of them, Sylvania, 
is said to have an electronic scanning system for supermarkets that 
is 80 per cent accurate. Of course, nearly perfect is not good enough 
for an industry that is working on very thin margins of profit, but 
there is a little question that the first fully automated supermarket 
checkout counter will be operating shortly. The impact that this 
will have will be far reaching, spreading as far and at least as fast 
as did the introduction of self-service. 


SHOPPING BY TV? 

Another plan that is being discussed now involves shopping by 
television. This is strictly for the 1970's, but its proponents see it 
something like this: The lady of the house goes to a supermarket 
and, instead of being greeted with screaming, hard-sell signs, dis- 
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plays, and Saturday chaos, she enters a handsome “living room” 
lounge, sits in a comfortable chair before a TV set with control 
board and, from that cockpit, literally has the packaged goods of 
the market at her fingertips. She presses a button, and all the brands 
of the category she has selected appear in miniature on the screen, 
complete with prices, sizes, and advertising matter. 

By pressing another button, she makes her purchase, which is 
recorded automatically. Although all the goods of the store would 
not be bought this way, the buying salon would save vast amounts 
of space now taken up by mass displays. 

This type of TV shopping is a step in the direction of a really 
automatic shopping system that some have foreseen in the distant 
future. Manufacturers of appliances are among those who are most 
interested in selling directly to the ultimate consumer. One plan 
calls for the installation of a communications system that will sup- 


“I've quit the rat-race.”’ 
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plement the telephone in almost every home. When the consumer 
is “in the market” (having been brought to this condition through 
need, social pressures, or the impact of advertising), she'll plug her 
buying line into her TV, call the manufacturer of the product she 
intends to buy, then sit back and listen as an expert home economist 
explains the full merits of that product and others in that manu- 
facturer’s line. She'll probably repeat the request for such a demon- 
stration from every leading manufacturer. When she has made up 
her mind, she'll place the order by telephone, the machine will be 
delivered from a central warehouse—and she'll probably charge it. 


THE PATTERN OF CHANGE 


This, of course, is real blue-sky planning. No one expects to see 
shopping by TV become much of a force in retailing within the 
foreseeable future, but it is one of the many ideas from which our 
distribution and retailing systems of tomorrow will emerge. Many 
of today’s retailing practices were considered wild-eyed and im- 
practical not many years ago, and the radical ideas of today may 
well be the realities of tomorrow. 

At the 1958 Boston Conference on Distribution, Professor 
Malcolm P. McNair pointed out the pattern of development that 
has brought forth new forms of distribution: 


The cycle frequently begins with the bold new concept, the innova- 
tion. An innovator has an idea for a new kind of distributive 
enterprise. At the outset he is ridiculed, condemned as “illegiti- 
mate.” Bankers and investors are leery of him. But he attracts the 
public on the basis of the price appeal made possible by the low 
operating costs inherent in his innovation. As he goes along he 
trades up, improves the quality of his merchandise, improves the 
appearance and standing of his store, attains greater respectability. 
Then, if he is successful, comes the period of growth, the period 
when he is taking business away from the established distribution 
channels that have clung to the old methods. Repeatedly something 
like this has happened in American distribution. The department 
stores took it away from the smaller merchants in the cities in the 
late 19th and early 20th century, the original grocery chains took it 
away from the old wholesaler—small-retailer combination; the su- 
permarkets then began taking it away from the original grocery 
chains to the extent that the latter had to climb on the supermarket 
bandwagon. And today the discount houses and the supermarkets are 
threatening to take it away from the department stores and variety 
chains. 
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During this process of growth, the institution’s capital investment 
increases and its operating costs tend to rise. Then the institution 
enters the stage of maturity. It has a larger physical plant, more 
elaborate store fixtures and displays, and it undertakes greater 
promotional efforts. At this stage the institution finds itself com- 
peting primarily with other similar institutions rather than with 
old-line competitors. The maturity phase soon tends to be followed 
by top-heaviness, too-great conservatism, a decline in the rate of 
return on investment, and eventual vulnerability. Vulnerability to 
what? Vulnerability to the next revolution of the wheel, to the 
next fellow who has a bright idea and who starts his business on 
a low-cost basis, slipping in under the umbrella that the old-line 
institutions have hoisted. 

The last of the changes in retail distribution is nowhere in sight. 
The “insurmountable obstacles” of today will be cut down tomorrow, 
and new and perhaps unexpected kinds of retail selling will make 
their appearance. We can't predict what forms they will take with 
much accuracy, but we can be sure that retailing’s wide wide world 
will keep right on expanding in the years ahead. ¢ 
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SURVEY OF BOOKS 
| FOR EXECUTIVES 


The Importance of Being Ernest 


THE STRATEGY OF DESIRE. 


By Ernest Dichter. Doubleday & 
Company, Inc., 575 Madison 
Avenue, New York, 1960. 314 
pages. $3.95. 


Reviewed by Leo Bogart 


Among the multitude of contend- 
ers for the title, “Father of Motivation 
Research,” Ernest Dichter is un- 
doubtedly the best known, and is so 
proclaimed on the dust jacket of his 
new book, which his publishers des- 
cribe as an “eloquent answer to Vance 
Packard’s The Hidden Persuaders.” 
Indeed, Dr. Dichter does call on us 
“to abandon the idea that a comfort- 
able life is automatically an immoral 
one.” But, like Packard, he appears 
to take it for granted that motivation 
research can give a manufacturer 
extraordinary powers over the wants 
and tastes of the consuming public— 
powers beyond those of conventional 
market surveys. 
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In a number of his case-history 
vignettes, Dr. Dichter makes it clear 
that qualitative study can come up 
with conclusions that never emerge 
from surveys of the traditional sort. 
But he does not answer his statis- 
tically minded critics who insist on 
large-scale testing of insights based 
on a small number of intensive in- 
terviews. 

The keystone of Dichter’s method- 
ological argument is that “each in- 
dividual represents a motivational 
universe. . . . To record scientifically 
how the population is motivated with 
respect to a specific phenomenon, we 
must fully understand why each in- 
dividual as a member of this group 
behaves the way he does.” 

But our understanding of one in- 
dividual’s motivation has to be based 
on principles of behavior that can 
only be adduced from the systematic 
study of large populations. To be 
systematic, some kind of counting is 
called for, and then there is no choice 
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but to obey the rules of the game. 

The Strategy of Desire with its 
elegant, albeit ambiguous, title, is not 
the book one might have hoped for 
from Ernest Dichter. There isa real 
need for a monograph by a _ practi- 
tioner of his eminence, describing in 
detail the methods that he uses to 
analyze his data, come to his con- 
clusions, and write his reports. Ad- 
mittedly, he does give us some spo- 
radic revelations on techniques and 
procedures. But he is so eager to im- 
part some of the incidental findings 
from his many studies that he does 
not spare much time to share the 
secrets of his art. His book is, in fact, 
a potpourri of separate observations, 
with the most slender skeins of con- 
nective tissue. 

One should not minimize the merit 
of even these disconnected contribu- 
tions, for Dr. Dichter is a man of rare 
perceptiveness who has something to 
say on everything, from Sputnik to 
Betty Crocker—and much of it is in- 
triguing. Unfortunately, he feels im- 
pelled to dignify his case histories in 
consumer research with oracular mus- 
ings on transcendental matters: “Life 
is constantly changing, but man’s 
life must not be permitted to be a 
random change. Change must become 
growth leading to maturity. The 
widening circle of experience must 
also spiral upward, toward a larger 
horizon and greater understanding.” 

Again, he revives an ancient con- 
troversy when he says: “A knife has 
no morality of its own. Making it 
sharper thus does not make it more or 
less immoral. Persuasion techniques 
are like sharpened knives. They are 
tools. Of course, the wielder of the 
tool has to have moral standards. As 
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long as they are, however, only bor- 
rowed from a given culture or politi- 
cal system, they are relative.” 

Now, apart from the fact that this 
statement might be considered theo- 
logically suspect, it fails to take 
account of the fact that the design 
of an instrument reflects the end for 
which it is intended. A butcher knife 
and a butter knife are both special- 
ized instruments whose structures re- 
flect distinctly different purposes. 
Fortunately, in a competitive eco- 
nomic system, a wide range of in- 
struments is available to all, and no 
one has a monopoly on their use or 
improvement. 

Dr. Dichter’s most positive contri- 
bution is his application of psycho- 
logical and social theory to the homely 
events of everyday life. 


With a few exceptions, such as 
J. C. Fluegel’s “The Psychology of 
Clothes,” there is very little in the 
literature of social sciences that 
concerns itself with the objects that 
surround us. In 1959 we had in 
our library over twelve hundred 
studies concerning the phenomen- 
ology, the psychology of such di- 
verse objects as cars, soap, tooth- 
paste, toys, dictating machines, 
surgical supplies, the meaning of 
lawns, electrical kitchen appliances, 
baseball gloves, weed killers, cig- 
arettes, cold remedies, pencils, 
television sets, books, telephones, 
shampoo, all aspects of clothing, 
shoes, hats, sweaters, dresses, coats, 
bras, girdles, farm machinery, fur- 
niture, silverware, and_ doilies. 
Literally each one of these studies 
and others not listed show again 
and again that products are not 
inanimate objects, that to separate 
or neglect them as objects of scien- 
tific analysis is a major oversight 
on the part of the social scientist. 


Unfortunately, too many of the 
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researchers to whom he refers are 
doomed to remain hidden in the files 
of the companies that sponsor them 
where they can hardly enrich the 
literature of social science. Nonethe- 
less, the attention that Dr. Dichter 


Rich Man, 


THE RICH AND THE POOR: 
A study of the Economics of 
Rising Expectations. By Robert 
Theobald. Clarkson N. Potter, 
Inc., 56 .East 66 Street, New 
York, 1960. 196 pages. $4.50. 


Reviewed by Frederick C. Pamp, Jr.* 
This book falls into a class in which 


there are too few entries today. Avoid- 
ing the twin dangers of trumpeting 
generalization and unorganized detail, 
the author, a young English econo- 
mist, examines the new economic and 
social forces operating in both the 
developed and the underdeveloped na- 
tions of the world, as well as the 
relations between these two groups. 
In so doing, he provides some helpful 
insights into some of the major cur- 
rents that are flowing beneath the 
surface of today’s events. 

The long-range planning of every 
large company today must inevitably 
take account of the different forces 
now at work throughout the world. 
Even those firms that have no sub- 
sidiaries or other connections abroad 
will ultimately be heavily affected by 
the progressive development of foreign 
* President, International Management 

Association. 
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and his fellow motivation researchers 
have placed on consumption as a psy- 
chological and social phenomenon has 
served a useful catalytic function in 
both marketing and social science in 


the past decade. 


Poor Man 


trade. An increasing number of com- 
panies will depend on their ability to 
export their products, while an ever- 
growing list of industries will be 
threatened by cheaper imports. A 
knowledge of coming trends in the 
demand for goods in foreign countries 
and of industrial growth abroad will 
be of crucial importance to American 
industry in the coming decade. 

This challenging book, which is 
written in simple language and with- 
out recourse to economic jargon, 
should help many executives to under- 
stand their company’s position in the 
world economy and to direct whatever 
it is they have to sell—whether prod- 
uct, knowledge, or investment—to 
those areas where their efforts will be 
most effective. Mr. Theobald’s account 
of the distinguishing characteristics 
of the various segments of the world 
economy will be of value to all those 
who need to understand how the 
revolutionary forces at work in the 
world today can affect profit possi- 
bilities. 

The central argument of his book 
is that conventional economics, in its 
assumption that the economies of 
countries are always in balance, has 
ignored the growth factors that are of 
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prime interest to businessmen. Ac- 
tually, he points out, the social organ- 
ization of rich countries often causes 
the potential supply of goods to rise 
more rapidly than the effective de- 
mand for them. In poor countries, on 
the other hand, social attitudes result 
in demand rising more rapidly than 
supply. These tendencies have led to 
a rising level of unemployment in the 
last decade in the developed countries 
and inflation and a_balance-of-pay- 


ments problem in the underdeveloped 
ones. 

The Rich and the Poor challenges 
many of the old economic shibboleths 
by which our policy is still guided— 
the possibility of global free trade, 
balanced budgets, and the avoidance 
of inflation. It suggests that adequate 
policies for today cannot be based on 
past theorizing, but that new ideas 
appropriate to our present situation 
must be developed. 


The Vigilant, the Active, the Brave 


DYNAMIC MANAGEMENT IN 
INDUSTRY. By Raymond Vil- 
lers. Prentice-Hall, Inc., Engle- 
wood Cliffs, N.J., 1960. 516 
pages. $10.00. 


Reviewed by H. Clifford Youngen* 


Dr. Villers’ latest work brings into 
sharp focus the broad concept of 
management, yet maintains the prac- 
tical approach. This is no textbook in 
the normal sense, for it is a most 
readable analysis of business as it is 
today and will be tomorrow. 

Having had experience in small 
business and large corporations alike, 
this reviewer believes Dynamic Man- 
agement in Industry will prove in- 
valuable to managers in both kinds 
of enterprise, though probably for 
different reasons. For the management 
man in small business it will open up 


* President, National Wire Products 


Corporation. 
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a whole new field of ideas, while for 
the corporation executive it will pro- 
voke thought about every phase of his 
operation. 

The word “dynamic” in the title is 
the key to this book. As Patrick Henry 
once said, “The battle, sir, is not to 
the strong alone; it is to the vigilant, 
the active, the brave.” In this chang- 
ing world, Dr. Villers implies, it is 
only through energetic, vigorous man- 
agement, using all the skills available, 
that the individual company can long 
survive. Rather than weighing the 
reader down with starry-eyed theory, 
he pinpoints the tools to use for main- 
taining the necessary flexibility in 
management. 

There is no phase of industrial 
management that Dr. Villers does not 
cover. He starts with the theories of 
Charles Babbage, propounded in 
1832, and progresses through the 
subsequent theories of Towne, Met- 
calfe, and Taylor, which laid the 
foundation of today’s scientific indus- 
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trial management. Dr. Villers has 
skillfully selected the best ideas of his 
predecessors and combined them with 
his own vast knowledge to produce 


this book. 


One word of warning: Though his: 


style is highly lucid, each paragraph 
is so thought-provoking that the reader 
will probably spend far more time 
with the book than he had planned. 

It would be impossible to mention 
here all the salient remarks that Dr. 
Villers has made, but perhaps a few 
quotations will help clarify his stand. 

Under “Organization and Manage- 
ment,” for instance, he makes this 
pertinent comment: 


Organization and management are 
the two aspects of the problem of 
integrating the industrial enter- 
prise. From the point of view of 
the members of the enterprise, the 
organization is the pattern of rela- 
tionships established among them, 
and the management is the use to 
which this pattern is put in inte- 
grating their activities. 


And this one will set the old-time 
salesmen back on their heels: 


It is unfortunately not exceptional 
to witness situations in which the 
sales department is sincerely con- 
vinced that its sole function is to 
find the customers and sell them 
the goods. This concept, if it has 
ever been a valid one, is completely 
obsolete. The sales department is 
expected to sell, but also to provide 
information and data needed for 
product design, cost-reduction pro- 
grams, and inventory or production 
planning, to mention only a few 
activities which are distinct from, 
but closely related to, the sales 
effort. 


Further, he offers the following 
observation, which should complicate 
matters somewhat: 
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Effective profit control must recog- 

nize the possibility of a basic con- 

flict between the “sales conscious” 

executive, who wants to sell, almost 

regardless of costs, and the “cost 
conscious” executive who wants to 
reduce costs, almost regardless of 
sales. 

In the chapter titled “Delegation 
of Authority and Responsibility,” this 
quotation stands out as epigrammatic: 

Major decisions should remain the 

responsibility of one individual, 

the one in charge of a project or 

the executive responsible for a 

given area. Too often, committees 

are used as an easy way to escape 
making decisions and taking re- 
sponsibility. This is poor manage- 
ment. It is in contradiction with 
the true spirit of delegation of au- 
thority and responsibility which 
means assigning specific duties to 
specifically designated individuals. 

Finally, here is one of the book's 
most acute observations, which ap- 
pears in the sub-chapter on decision 
making: 

To summarize, decision making re- 
quires alertness, good judgment, 
and risk taking. These three quali- 
fications, to a large extent, are used 
to measure the managerial ability 
because, at all levels of manage- 
ment, decision making is, by far, 
the most important aspect of man- 
agerial activities. 

Among the other merits of Dyna- 
mic Management in Industry is its 
careful indexing, which considerably 
adds to its value as a referen2e book. 
It also contains as complete a bibliog- 
raphy as this reviewer has ever seen. 

Dr. Villers has given us a volume 
that, in my opinion, should be re- 
quired reading for all junior executives 
and recommended reading for the rest 
of us. My own company has ordered 
copies for its entire executive staff. 
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Employing the Negro: A Sur- 
vey of Management Practice 
(D) 

ENGINEERING 

“Free Engineering” Can Be 
Costly (D) 


ENGINEERS (See also Professional 
Employees) 

Tips on Attracting and Keeping 
Engineers (D) 


EXECUTIVES (See also 
Management, Politics and 
Business, Supervisors) 
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As Others See Us (B) 
Bankers, Books, ard Business- 
men (D) 
How You Look to Your 
Assis‘ants (D) 
Is the Organization Man 
Obsolete? (D) 
Six Executive Bad Habits— 
and How to Break Them (D) Jul. 
The New Leaf: Resolutions 
from an Executive Notebook 
(cartoon feature) 
What Worries Executives? 
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Club Membership: 
Membership in Outside 
Organizations: A Survey of 
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(feature ) 
The Candid Camera (B) .... 


Compensation: 
Executive Compensation in 
Europe (D) 


Duties and Responsibilities: 


Letter to a Director (feature). Sep. 
The Job of Assistant Manager 


(D) 
When the Job Outgrows the 
Man (feature) 


Expense Accounts: 
Executive Expense Accounts: 
Customs and Practices (D) Apr. 


Development (See Management 
Techniques) 


Health: 
750 Million Pounds 
Overweight (B) 


Insurance: 
Insurance for Traveling 
Executives (D) 


Offices: 
Contemporary Art Goes to 
Work (B) 


Recruitment: 

A Job Agency for Retired 
Executives (D) 

Executive Job References: 
How to Read Between the 
Lines (feature) 

The Growing Executive Job 
Market (B) 

They Find Executive Talent 

“To Whom It May Concern . . .” 
A Pocket Translator for 
Checking Executive Refer- 
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Rehiring: 
Welcome Back? (B) ...... Aug. 42 


Retirement: 
A Job Agency for Retired 
Executives (D) ......... May 60 
Older Executives—Retired on 
Mar. 40 
The Plight of the 
Ex-Executives (D) ...... Oct. 36 


Travel: 
Insurance for Traveling 


Vacations: 
“Having a Wonderful Time” 
~A Look at Executive 


Women: 
What Makes Gertrude Run? 
The Woman Executive in 
Fact and Fiction (D) .... Apr. 59 


EXPENSE ACCOUNTS 
Executive Expense Accounts: 
Customs and Practices (D) Apr. 34 


EXPORTS (See Foreign 
Operations) 


FACTORY MANAGEMENT (See 
Automation, Production Man- 
agement, Quality Control, etc.) 


FINANCIAL MANAGEMENT (See 
also Capital, Pensions, 


Profits, etc.) 
Annual Reports Grow Fatter 

(B) Mar. 39 
How Companies Use Credit 

Nov. 55 
How to Delegate Financial 
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Managing Corporate Cash for 


The High Cost of Money: The 

Outlook for Corporate Credit 

Where to Look for Money (B) Jun. 61 
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Developing Profitable Partner- 
ships in Overseas Operations 
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Doing Business with Africa 


How Industry Is Using 
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Should U.S. Business Trade 

with the Communists? (D) Jul. 21 
Trade Publications: Industry's 

Silent Salesmen Abroad (D) Aug. 55 
We Can Compete in World 

When in Rome . . . The Im- 

portance of Understanding 

Customs, Manners, and 
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Abroad (feature) ....... Feb. 4 
Where in the World .. . ? 

A New Perspective for Over- 

seas Operations (feature) . Jun. 9 
FOREMEN (See Supervisors) 
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GIFTS (See Corporate Giving) 


GOVERNMENT AND BUSINESS (See 
also Arbitration, Politics 
and Business) 
Business and the Space Age 
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1. Where Private Enterprise 
Fits into the Picture ... Aug. 4 
2. Guides for Immediate 
Management Action .... Aug. 16 
Meshing Defense Work with 
Corporate Objectives 
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HUMAN RELATIONS 


Six Executive Bad Habits— 
and How to Break Them 


MANAGEMENT (See also Execu- 
tives, Supervisors, etc.) 


A Decade of Change: 


Jul. 53 Management in the 1960's 
The Office Caste System (D). Jul. 38 
Are Your Company Policies 
Up to Date? (D) ....... . 54 
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4 Management? (D) ...... 37 
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Around the World ( Tr 
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The Neglected Art of Manage- 


ment Coordination (feature) Apr. 24 
The Price of Wisdom (B) ... Jul. 28 
Top Management and the Sales 

Force: Cooperation—or 

Interference? (D) ...... Sep. 54 
When the Job Outgrows the 

MANAGEMENT TECHNIQUES 
An Apple for the Robot (B). Oct. 52 
Can You Trust Your Hunches? 

The Role of Intuition in 

Executive Decision-Making 

Apr. 4 
College Recruiting: Vital First 

Step in Management De- 

velopment (feature) ..... May 23 
Committees Are Here to Stay 

How To Foil Personnel Pirates 

How to Grow Your Own 

Trouble-Shooters (D) .... Jan. 42 
Managers in Wonderland: 

Confusions and Contradic- 

tions in Executive Develop- 

ment (feature) ......... Oct. 9 
Six Executive Bad Habits—and 

How to Break Them (D).. Jul. 53 
Snares and Delusions in Office 

Job Evaluation (feature) . May 15 
The Company Policy Manual: 

Guide to Efficient Manage- 

Mar. 61 
Weaknesses in Committee 

Management: One 

Company's Experience (D). Dec. 51 
What You Can Do About 

Unfair Competition (D) .. Jun. 36 
“You Oughta Be in Pictures . . .” 

The Growing Use of Busi- 

Apr. 56 
MANPOWER ALLOCATION 
Manpower Allocation: A Study 

of Company Practices (B). Nov. 51 
MARKETING (See also Advertis- 

ing, Packaging, Sales Man- 
agement, etc.) 
Automatic Selling: A Business 
in Billions (feature) . Oct. 14 
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Consumers Union: 

U.S. Business’ Most Skeptical 

Dark Horse in Tomorrow's 

Marketing (feature) Jan. 4 
Guiding Dealers to Better 

Marketing and Social Classes: 

Anthropologist’s View 

Marketing and the Import 

CD) Oct. 45 
Marketing Organization: 

There'll Be Some Changes 

May 38 
New Demands on Industrial 

Marketing (D) ......... Dec. 37 
Retailing’s Wide Wide World: 

A Look at Today’s Market- 

place—and Tomorrow's 

Season's Greetings— 

3 Billion Times (B) ..... Feb. 44 
The Consumer Wants Quality 

Whatsis-of-the-Month— The 

Boom in Mail Order Selling 

Will Trading Stamps Stick? 

MARKETING RESEARCH 
Build a Better Mousetrap (B) May 50 
Marketing Research— Who 

Should Do the Job? (B) .. Apr. 33 
Some Do's and Don'ts for Test 

Marketing (D) ........- Jan. 38 
MERGERS AND ACQUISITIONS 
Sizing Up New Acquisitions: 

A Blueprint for the Expan- 

sion-Minded Company 

What Makes Mergers Worth 

Mar. 43 
When Mergers Don’t Pay Off 

MINIATURIZATION 
The Small World of 

Miniaturization (D) ..... Apr. 42 
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Development) 

NUCLEAR SCIENCE 

How Industry Is Using 
Radioisotopes (D) 

OFFICE MANAGEMENT (See also 
Office Mechanization, Office 
Workers, etc.) 


Customs and Policies in the 
Office—A Survey of Com- 


pany Practices (D) ...... Mar 
Ten Ways to Cut Office 

The Office Caste System (D). Jul. 
OFFICE MECHANIZATION (See 

also Automation) 
Computer Installation— Will 

It Pay to Wait? (feature). Mar. 
Conversation with a 

Four Steps to Office 

Mechanization (D) ...... Feb. 
Play It Again, Sam (B) .... Mar. 


Small Computers Do a Big Job 
for Industry (D) Jan. 
The Office of the Future? (B) Sep. 


OFFICE WORKERS (See also 
Secretaries, Wages and 
Salaries) 

White-Collar Discontents: 
Symptoms and Solutions 
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Silver Threads Among the 
May 
P 
PACKAGING 
Package Deal: The Consumer 
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Packages That Melt Away (B) Sep. 
Packaging and the Product 
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The Growing Job of 
Packaging (D) 


PENSIONS (See also Retirement) 
Two for One (B) 


PERSONAL INCOME (See Economic 
Conditions) 


PERSONNEL MANAGEMENT 
Executive Job References: 
How to Read Between the 
Lines (feature) 
How to Undercut the Personnel 
Department (cartoon 
feature ) 
Personnel Policies: Framework 
for Management Decisions 
(feature ) 
Snares and Delusions in Office 
Job Evaluation (feature) .. May 
What's Wrong with Today’s 
Personnel Administration? 
(feature ) 
“To Whom It May Concern .. .” 
A Pocket Translator for 
Checking Executive Refer- 
ences (cartoon feature) .. Jul. 


PLANT EQUIPMENT (See 
Production Management) 


PLANT LOCATION 
Look Before You Leave (B) . Jul. 
Moving Day for Industry (D) Jan. 
PLANT MANAGEMENT (See 
Production Management) 
POLITICS AND BUSINESS (See 
also Government and Business) 
Business in an Election Year: 
Political Activities (D) ... 
Getting Out the Vote (B) ... 
Politics? After Hours! (B) .. 
Seven Fallacies of Business in 
Politics (D) 
POPULATION 
The Census: Big Answers to 
Little Questions (D) 
PREVENTIVE MEDICINE (See 
Health) 
PRIVATE LABELS 
Dark Horse in Tomorrow’s 
Marketing (feature) 
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PRODUCT DEVELOPMENT (See 
also Research and Development) 


Human Engineering: Building 
Products to Fit People (D) 
Product Planning: Key to 
Corporate Survival (D) .. Jan. 
The Drive for Diversification 
D) 
Uncovering New Sources of 
Product Ideas (feature) .. . 
What's Ahead in Product 
Design? (D) 


PRODUCTION MANAGEMENT 
(See also Automation, 
Transportation, etc.) 

Are You Scrapping Money? 
(B) 

Coming Soon— Standardization 
for Machine Tools (D) 

“Free Engineering” Can Be 
Costly (D) 

Industrial Plant Facilities: 
The Outlook for Expansion, 
Modernization, and Con- 
struction (D) 

Keeping Your Production 
Facilities Healthy (D) 

Mechanization in Industry: 
Where We Stand Today 
CD) 

Plant Protection: 
Not Pass (B) 

The Fountain of Youth (B) . 

When You Plan Your New 
Plant (D) 


PRODUCTIVITY (See Economic 
Conditions) 


They Shall 


PROFESSIONAL EMPLOYEES 
(See also Engineers, 

Scientists in Business) 
Membership in Outside Or- 
ganizations: A Survey of 
Company Practices (D) 


PROFITS (See also Economic 
Conditions) 

Guiding Dealers to Better 
Profits (D) 

Managing Corporate Cash for 
Profit (D) 
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Return on Investment: A Story 
of the Follies and Fortunes 
of Three Wise Businessmen Mar. 

Telling Your Company's Profit 
Story (D) 

PUBLICATIONS (See also 
Employees: Communication) 

Trade Publications: Industry's 
Silent Salesmen Abroad (D) Jul. 

Avoiding Waste Motion in 
Corporate Publicity (feature) Aug. 

PUBLIC RELATIONS 

“And On Your Right .. .” (B) Aug. 

Avoiding Waste Motion in 
Corporate Publicity (feature) Aug. 

Meet the Press (B) Jun. ? 

Sources of PR Problems (D). Dec. 

Telling Your Company’s Profit 
Story (D) 

When Not to Use PR (D) .. 

PURCHASING 

Purchasing: The Case for 
Written Policies (feature). 


Q 
QUALITY CONTROL 
The Consumer Wants Quality 


Nov. 


RADIOISOTOPES 
How Industry Is Using Radio 
isotopes (D) 


RECESSION (See Economic Conditions) 


RECIPROCITY 

Reciprocity: Industry's Secret 
Sales Weapon (D) 

RECRUITMENT 

College Recruiting: Vita] First 
Step in Management Develop- 
ment (feature ) 

Guides for Finding Better 
Supervisors (D) 

The Company Employment 
Image: Attracting People 
of the Caliber You Want 
(feature ) 

Weak Spots in Campus Re- 
cruiting (B) 
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REFERENCES (See Executives: 
Recruitment) 

RESEARCH AND DEVELOPMENT 
(See also Marketing Research, 
Product Development) 


Adhesives in the Space Age (B) Oct. 55 
Coming Soon—Commercial 

Uses for Sunpower (D) .. Jul. 61 
Deep Cold: A Hot Item (B) . Mar. 52 
Does Research Depend on Big 

Jul. 32 
Employed in the Cradle of the 

How Industry Is Using Radio- 

May 57 
Research and Technology: A 

New Era Begins (feature). Feb. 23 
Seeing Around Corners (B). Jul. 31 
Today's Chemistry and Tomor- 

row’s Business (D) ....,. Mar. 50 
What Management Should 

Know About Research (D). Dec. 42 
RETAILING (See Marketing) 
RETIREMENT 
A Job Agency for Retired Ex- 

ee May 60 
A Reappraisal of Compulsory 

Retirement (D) ........ Jun. 30 
Gradual Retirement (B) .... Sep. 48 
Older Executives—Retired on 

CEP) Mar. 40 
The Plight of the Ex-Execu- 

RUSSIA (See Soviet Union) 

s 

SAFETY 
The High Cost of Off-the-Job 

CD) Jul. 64 
The 1959 Accident Toll (B) May 40 
SALARIES (See Wages 

and Salaries) 
SALES MANAGEMENT (See 

also Marketing) 
Boosting Sales with Dealer In- 

Field Sales Management— 

Weak Link in the 

Selling Chain? (D) .... Mar. 58 
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New Trends in Salesmen’s 

Compensation (D) ...... Feb. 
Reciprocity: Industry's Secret 

Sales Weapon (D) ...... Oct. 
Sales Promotion Shifts into High 

Jan. 
Top Management and the 

Sales Force: Cooperation— 

or Interference? (D) .... Sep. 
Wake Up Your Sleeping 


Mar. 


SCIENTISTS IN BUSINESS (See 
also Professional Employees) 

Executive and Scientist: Man- 
agement Duel—or Dual Man- 


agement? CD) .... Mar. 


Scientists and Collective Bar- 


SECRETARIES 
Your Secretary —Bridge or 


SHIPPING (See Transportation) 


SOCIAL RESPONSIBILITIES 
Can Business Afford to Ignore 
Social Responsibilities? (D) Jul. 
SOVIET UNION 
Should U.S. Business Trade 
with the Communists? (D) Jul. 
SPACE AGE 
Business and the Space Age 
(features ) 
1. Where Private Enterprise 


Fits into the Picture ... Aug. 


2. Guides for Immediate 


Management Action ... Aug. 


SPEAKING 
Is Your Audience With You? 
(feature) ..... Jul. 


SPENDING (See Capffal, 
Consumer Spending, Credit) 


STANDARDIZATION 
Coming Soon— Standardization 


for Machine Tools (D) ... Jun. 


STOCKHOLDERS 
A Report to Stockholders— 


from Overseas (B) ...... Jun. 


After the Ball Is Over 


(cartoon feature) ....... Apr. 


56 


40 


58 


21 


16 


19 


- regular digest; ( B) = brief item 


> 
48 
- 53 
54 
37 
| | 
= 
| | 
+7 


Annual Meetings and Stock- 
holder Relations: A Review 
of Current Practices 
(feature ) 

Investment Clubs Around the 
World (D) 

Stockowning Families — 

One out of Seven (B) .... 
Tomorrow's Investors (B) 
What Shareholders Don’t Know 

About Advertising Costs 


SUGGESTIONS SYSTEMS 


Suggestion Plans— 
Everyone Profits (B) 


SUPERVISORS (See also 
Executives, Management) 
Guides for Finding Better 
Supervisors (D) ........ ] 
Rate the Boss (B) 
The Foreman: Man in the 
Middle? (D) ’ 
The Mature Supervisor (B) . 4 
Where Supervisory Incentive 
Plans Go Wrong (D) .... Jan. 
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TAXES 

“That’s Where My Money 
Gees CH) 

They Keep Taxpayers Honest 


TECHNICIANS (See Engineers, 
Professional Employees) 


TECHNOLOGICAL CHANGE 
(See Automation) 


TRADE PUBLICATIONS 
Trade Publications: Industry's 
Silent Salesmen Abroad (D) Jul. 


TRADING STAMPS 

Will Trading Stamps Stick? 
(CD) 

TRAINING (See Employees: Training; 
Management Techniques) 


TRANSPORTATION 
How Private Trucking Pays 
Off (D) Nov. 52 
Tomorrow's Transportation 
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TRAVEL 
Americans on the Go (D) ... Jul. 


UNIONS (See also Collective 
Bargaining) 

The Changing Image of Labor 
(feature ) 

White-Collar Discontents: 
Symptoms and Solutions 
(feature ) 

Why the Unions Are 
Shrinking (B) 


VENDING MACHINES 
Automatic Selling: A Business 
in Billions (feature) 
Robot Restaurants: Piant Meals 
from Soup to Nuts (D) .. May 
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WAGES AND SALARIES (See also 
Executives: Compensation) 

Higher Salary for the Right 
Man (B) 

National Income: A Record 
High in 1959 (B) 

New Trends in Salesmen’s 
Compensation (D) 

Wages in Industry: A Survey 
of Company Policies (D) . Jun. 


WALL STREET (See Stockholders) 


WATER ALLOCATION 


Needed—a Realistic Plan for 
Water Allocation (D) .... Jan. 


WHITE-COLLAR WORKERS (See 
Office Workers) 
WORK FORCE (See also Em- 
ployees, Engineers, Profes- 
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Accent on Youth (B) 
Industry's Growing Stake 
Womanpower (D) 
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Vice President for Membership and Publications: HArwoop F. MERRILL. 

Vice President for International Operations: Freperic E. Pamp, JR. 

Vice President for Management Research: Rosert F. STEADMAN. 

Corporate Secretary: PHILIP JONES. 

Controller DENVER F. BAXTER. 


Vice Presidents in Charge of Divisions 

Administrative Services: STEVENS L. SHEA, Vice President, Data Processing, American Insurance Com- 
pany, Newark, N. J. 

Finance: CHARLES V. BOULTON, Treasurér, International Business Machines Corporation, New York, N. Y. 

General Management: Pau. B. WISHART, President, Minneapolis-Honeywell Regulator Company, Minne- 
apolis, Minnesota. 

Insurance: JAMES C. CrISTY, Manager-Insurance, The Upjohn Company, Kalamazoo, Michigan. 

International Management: ROWLAND BURNSTAN, President, Borg-Warner International Corporation, 
Chicago, Illinois 

Manufacturing: P. KENNETH SHOEMAKER, Vice President Manufacturing, H. J. Heinz Company, Pitts- 
burgh, Pennsylvania. 

Marketing: STANLEY F. STAPLES, Vice President, Sales & Advertising, Employers Mutuals of Wausau, 
Wausau, Wisconsin 

Packaging: HENRY SCHNIEWIND, Vice President, Springs Mills, Inc., New York, N. Y. 

Personnel: ALBERT F. WATTERS*, Vice President, General Foods Corporation, White Plains, New York. 

Research and Development: Epwarp R. GAY, Vice Chairman of the Board, St. Regis Paper Company, 

- Y 


New York, N 
Vice President, All-AMA Planning Council 


Wayne J. HOLMAN, JR., Chairman of the Board, Chicopee Manufacturing Company, New Brunswick, 
New Jersey. 


Vice Presidents at Large 
FREDERICK G. ATKINSON, Vice President, R. H. Macy & Company, Inc., New York, N. Y¥. 
CHARLES L. FOREMAN, Vice President, United Parcel Service, Inc., New York, N. Y. 
MATTHEW M. GouGER, Executive Vice President, Frick Company, Waynesboro, Pa. 
DAvip PACKARD, President, Hewlett-Packard Company, Palo Alto, California. 


Past Chairman of the Board 
W. L. Batt, Director, SKF Industries, Inc., Philadelphia, Pennsylvania. 


Past Presidents 
C. S. CHING, Consultant, Washington, D. C. 
W. J. GRAHAM, Director, The Equitable Life Assurance Society of the United States, New York, N. , a 


DIRECTORS 
Term Ending 1961 


H. Y. Bassett’, President, Calumet & Hecla, Inc., Chicago, Illinois. 

Tuomas Bata, President, Bata Shoe Company of Canada, Ltd., Batawa, Ontario, Canada. 

WILLIAM T. BRADY*, Chairman of the Board, Corn Products Company, New York, N. Y. 

ERNEST HENDERSON, President, Sheraton Corporation of America, Boston, Mass. 

HERMAN KNAUSS, Director of Planning, Mutual Life Insurance Company of New York, New York, N. Y. 
Joun E. KUSIK, Vice President—Finance, The Chesapeake & Ohio Railway Company, Cleveland, Ohio. 
HERMAN W. LAY, President, H. W. Lay & Co., Inc., Chamblee, Georgia. 

Frep H. MERRILL, Executive Vice President, Fireman's Fund Insurance Company, San Francisco, California. 
A. L. Nickerson, President, Socony Mobil Oil Co., Inc., New York, N. Y. 

C. Guy Suits, Vice President and Director of Research, General Electric Company, Schenectady, New York. 


Term Ending 1962 


E. C. ARBUCKLE, Dean, Stanford Graduate School of Business, Stanford University, Stanford, California. 

THomas C. DAvis*, Vice President, E. I. du Pont de Nemours & Company, Inc., Wilmington, Delaware. 

Wa.tuer H. FELDMANN, President, Worthington Corporation, Harrison, New Jersey. 

N. C. FLANAGIN, President, Lumbermens Mutual Casualty Company, Chicago, Illinois. 

J. E. Jonsson, Chairman of the Board, Texas Instruments, Inc., Dallas, Texas. 

L. Evert LANDON, President, Nalley’s, Inc., Tacoma, Washington. 

DONALD MCMASTER*, Chairman of the Executive Committee, Eastman Kodak Company, Rochester, N. Y. 

THeEoporE T. MILLER*, President, Polymer Chemicals Division, W. R. Grace and Company, Clifton, N. J. 

C. L. RuMmpercer, Vice President, Research & Quality Control Division, H. J. Heinz Company, Pitts- 
burgh, Pa. 

MAXWELL C. WEAVER, President, Gibson Greeting Cards, Inc., Cincinnati, Ohio. 


Term Ending 1963 


Rosert G. ALLEN, President, Bucyrus-Erie Company, South Milwaukee, Wisconsin. 

Joun T. Connor, President, Merck and Company, Inc., Rahway, New Jersey. 

Georce S. Divety, Chairman and President, Harris-Intertype Corporation, Cleveland, Ohio. 

Epwin J. Foutz, Vice President-International, Campbell Soup Co., Camden, New Jersey. 

CASIMIR Z. GREENLEY, Director Insurance and Safety, International Minerals and Chemical Corporation, 
Skokie, Illinois. 

Eric W. LEAvVER, President, Electronic Associates, Ltd., Willowdale, Ontario, Canada. 

Louts C. LUSTENBERGER*, President, W. T. Grant Company, New York, N. Y. 

D. J. O'Conor, JR., President, Formica Corporation, Cincinnati, Ohio. 

ELMER A. RULE, Vice President and Secretary, Nationwide Insurance Companies, Columbus, Ohio. 

LesLig B. WORTHINGTON, President, United States Steel Corporation, Pittsburgh, Penn. 


* Member of the Executive Committee 


© Our company has extensive operations over- 
seas. How can AMA serve the managers in these remote 


locations? 


A. Currently mor than two thousand executives 


throughout the world receive the regular AMA periodicals, 
bulletins, reports, and studies as one of the privileges of 
International Membership in the Association. For many 
of these members, the AMA publications are their only 
continuing contact with up-to-date management thought 
and action. 


Improved transportation has brought an increasing number 
of executives from overseas to AMA’s meetings in the 
United States. Some come expressly for the sessions; others 
combine attendance at an appropriate AMA activity with 
a trip to their corporate offices in this country. ° 


With the opening of a permanent center in Sao Paulo, 
Brazil, AMA’s affiliate, the International Management As- 
sociation, is offering, for the first time at an overseas loca- 
tion, a varied meeting program comparable in every way 
to AMA’s activities in this country. Plans call for one or 
more additional centers in other parts of the world within 


the next few years. 


7 If you have any questions about AMA's program or policies, please submit them to 
AMA's Member Relations Department. All inquiries will be answered promptly. Those 
questions of most general interest will appear in this feature in subsequent issues of 


The Management Review. 
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